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PREFACE 


Those  who  have  read  my  earlier  work,  "  The  Redemption  of 
Labour,"  can  judge  for  themselves  how  far  that  now  presented 
is  a  condensation  of  it,  and  how  far,  through  Part  III.,  a 
logical  and  inevitable  extension.  For  others,  I  have  not 
thought  it  necessary  to  encumber  these  pages  with  any  but  the 
most  occasional  references  to  previous  works  on  economics,  even  to 

DC 

those  of  the   accepted  authorities.     All   who  are    students  of  the 
—  science  will  be  able  to  make  any  useful  comparisons  for  themselves, 
0  while  for  those  who  are  not,  and  yet  perhaps  may  be  readers  of  this 
£?  work,  the  space  that  could  have  been  given  to  quotation  and  discus- 
sion would  have  been  too  limited  to  have  resulted  in  enlightenment. 
o    For  one  of  the  chief  difficulties  in  dealing  with  so  vast  and  suggestive 
a  subject  has  been  to  reduce  the  book  to  a  size  that  a  harassed 
public  can  read,  while  supplying  such  explanations  and  applications 
5S    as    suffice   to   give   clearness   and    point  to    its  principles.     These, 
paradox  though  it  may  sound,   claim  to  be  new  only  because  they 
are  old — so  old,  indeed,  as  to  have  been  buried  and  then  forgotten 
under   the   later  and    purely   naturalistic   growths    of    Kome.       But 
this    claim    to  antiquity    for    the    economico-moral    principles    here 
presented — principles  the  less  or  more  perfect  application  of  which 
enabled  the  great  primitive  civilisations  of  old,  of  which  China  is  the 
sole  survivor,  to  flourish  for  thousands  of  years,  where  those   of  the 
Roman  type,  because  of  the  class  antagonisms  they  foster,  could  and 
can  barely  exist  for  hundreds — -will  convey  no  illumination  oi   even 
meaning  to  such  as  have  not  directed  their  attention  to  the  remote 

past,  as  few  are  able  to  in  an  age  and  i unlet  a  syst(  m  whi<  h  <  ompels 
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men  to  live  so  strenuously  and  absorbingly  in  the  immediate  present. 
It  will  be  simpler  and  more  instructive,  therefore,  to  point  out 
here  what  are  the  principal  objects  of  this  work  both  practical  and 
theoretical. 

Practically  it  seeks  to  show  what  are  the  only  principles  upon 
which  the  Government  of  any  State,  and  without  a  Government 
there  is  no  State,  can  enable  its  multiplying  subjects  to  provide 
themselves  with  a  continuous  and  abundant  supply  of  food,  and  a 
continuous  but  increasing  supply  of  comforts.  Wanting  which  dual 
supplies  there  can  be  no  genuine  national  progress,  nor  even  con- 
tinued national  existence,  but  the  obtaining  of  which,  save  by  a  few, 
is  not  only  not  facilitated  under  the  present  economico-political 
system,  but  is  made  for  the  many  a  hopeless  impossibility. 

Theoretically  it  seeks  to  show  the  absolute  falsity  of  the  three 
fundamental  theories  which  are  the  main  intellectual  supports  of  the 
present  system,  (i)  The  Malthusian  Theory  of  Population,  which 
asserts  that  the  Earth  is  incapable  of  yielding  food  sufficient  for  all 
the  children  that  can  be  born  upon  her;  (2)  The  Roman  Theory  of 
Justice,  which  asserts  that  it  is  the  duty  of  the  State  to  enforce  the 
payment  of  private  debts;  (3)  The  Philosophic  Theory  of  Man, 
which  asserts  that  Reason  supplies  him  with  an  efficient  and  his  only 
dependible  guide  for  conduct. 

A  denial  of  these  theories,  especially  of  the  last,  necessitated 
Part  III.,  which  inquires  as  briefly  as  possible  into  the  sources  of 
such  moral  desires  as  must  be  present  to  make  possible  the  practice 
of  true  economic  principles,  seeing  that  these  desires  are  to  these 
principles  what  the  soil  is  to  the  seed  sown  upon  it.  It  may  be  that 
this  latter  inquiry  will  offend  many,  but  I  would  greatly  hope  that  it 
may  attract  more,  seeing  how  the  practical  world  is  now  revolting 
from  the  lordship  of  those  selfish,  soulless,  and  fatal  principles  which 
have  so  long  claimed  to  direct  its  economic  activities,  and  how  those 
now  presented  in  their  stead  reconcile  at  last  what  has  too  long  re- 
mained not  only  irreconcilable  but  antagonistic,  viz.,  Christian  ethics 
and  scientific  economies,  and  so  replace  by  a  life-giving  harmony 
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what  has  hitherto  remained  a  death-dealing  discord.  This  recon- 
ciliation makes  possible  for  such  nations  as  choose  life  and  good  in 
preference  to  death  and  evil  that  fast  proclaimed  by  the  great 
Hebrew  Prophet  as  alone  acceptable  to  God,  which  was  to  consist 
not  in  affliction  of  the  soul,  not  in  bowing  down  of  the  head  as  a 
bulrush,  not  in  spreading  sackcloth  and  ashes  for  a  bed,  but  in  loosing 
the  bands  of  wickedness,  in  undoing  the  heavy  burthens,  in  letting 
the  oppressed  go  free,  and  in  breaking  every  yoke;  in  bringing 
God's  gifts  of  freedom,  security,  and  plenty  to  those  who  for  so  long 
have  received  nothing  from  man  but  slavery,  robbery,  and  their 
resultants — poverty  and  misery. 
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THE  SCIENCE  OF    CIVILISATION 


INTRODUCTION 


The  Science  of  Civilisation,  better  known  under  the  name  of 
Political  Economy,  is  that  science  which  seeks  to  reduce  to 
intelligible  and  universal  laws  the  action  of  the  various  social 
forces  which  compel,  facilitate,  and  increase  the  sale  of  manu- 
factures. Until  manufactures  are  produced,  therefore,  and  have 
to  be  sold,  Political  Economy  has  no  existence.  For,  all 
previous  assertions  notwithstanding,  it  has  nothing  to  do  with 
exchanges  which  are  voluntary,  but  only  with  sales  which  are 
compulsory,  and  must  be  more  or  less  regularly  repeated. 
But  sales  such  as  these  never  begin  until  the  first  and  greatest 
of  all  the  divisions  of  labour  has  been  effected,  viz.,  that  which 
separates,  if  only  in  a  single  instance,  the  producer  of  what  is 
not  food,  i.e.,  the  manufacturer,  from  food-production.  For 
such  separation  makes  the  manufacturer  or  wage-earner 
wholly  dependent  for  food  upon  such  payments  as  food- 
producers  make  to  him  for  his  manufactures,  and  for  wages 
upon  such  manufactures  as  remain  to  him  over  and  above 
what  he  has  to  sell  for  food.  For  wages  are  the  share  of  his 
own  labour-products  retained  by  the  manufacturer  after  he  has 
provided  himself 'with  food,  and  rule  high  consequently  when 
the  demand  for  his  labour  products  amongst  food-producers 
is  great,  and  low  when  the  demand  for  them  is  small. 
Wherever  then  this  division  of  labour  is  effected,  and  so  long 
as  it  continues,  it  is  evident  that  while  the  wage-earner  on  the 
one  hand  is  entirely  dependent  for  necessities  upon  a  sale  ol 
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his  manufactures  for  food,  food-producers  on  the  other  hand 
will  make  no  purchases  of  manufactures  unless  they  desire 
the  particular  articles  offered  to  them,  and  possess  a  surplus 
of  food,  over  and  above  their  own  requirements,  with  which 
to  purchase  them.  Thus,  the  wage-earner  being  always  a 
seller  of  his  labour-products  for  food,  and  the  food-producer 
always  a  buyer  of  manufactures  with  food-surpluses,  it 
necessarily  follows  that  prosperity  for  wage-earners  must 
always  depend  upon  the  existence  within  their  reach  of  a 
numerical  majority  of  food-producers  desirous  of  purchasing 
their  manufactures  and  possessed  of  food-surpluses  wherewith 
to  do  so.  Thus  it  comes  that  as  soon,  and  to  just  such  extent 
as,  wage-earners  are  differentiated  from  food-producers,  and 
the  principles  of  Political  Economy  begin  to  apply,  the  labour- 
products  of  each  become  naturally  and  necessarily  divided  into 
two  great  and  distinct  economic  classes.  Into  Wealth,  or  the 
more  or  less  imperishable  manufactures  which  are  sold  for 
food,  and  Capital,  or  the  more  or  less  perishable  food-surpluses 
which  purchase  manufactures,  and  enable  them  to  be  pro- 
duced. So  that  Value  is  nothing  but  the  relation  between  these 
distinct  classes  of  labour-products,  determined  by  sales  in 
markets,  and  expressible,  theoretically,  in  terms  of  fixed  units 
of  food,  but  practically,  as  we  shall  subsequently  see,  in 
tokens  representing  these  units  and  convertible  into  them. 
In  Economics  consequently  value  is  always  market  or  selling 
value,  and  never  utility  value. 

If  we  now  consider  the  relation  which  this,  the  first  and 
greatest  division  of  labour,  creates  between  those  who  do  not 
produce  food  for  themselves  and  food-producers,  it  is  clear 
that  the  former  can  obtain  food  from  the  latter  only  in  one  of 
three  wrays.  (i)  As  a  gift.  (2)  By  force.  (3)  As  a  payment 
for  something  sold.  But  the  operations  of  charity  are  re- 
ducible to  no  law,  while  the  exactions  of  force  violate  the  only 
one  upon  which  a  "science"  of  Political  Economy  can  rest, 
the  eighth  of  the  Decalogue,  "  Thou  shalt  not  steal."  It 
follows,  therefore,  that  it  is  only  the  third  method  of  obtain- 
ing food  that  falls  within  the  purview  of  Economical  Science; 
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that  it  is  only  this  method  that  yields  universal  results,  and  is 
obedient  to  motives  which,  when  once  permitted  to  operate 
freely,  are  everywhere  identical.  It  thus  appears  that 
Political  Economy  is  in  reality  the  science  of  sales,  instead  of, 
as  it  has  been  hitherto  deemed,  the  science  of  exchanges.  It 
supposes  consequently  from  its  very  outset,  cannot  operate 
indeed  except  in,  a  state  not  of  equality  between  producers 
differently  employed  but  of  absolute  dependence,  however 
concealed,  of  one  class  of  producers  upon  another  class. 
Economical  Science  therefore  knows  nothing  of  industrial 
equality,  since  it  could  not  exist  except  in  a  state  of  constant 
and  increasing  inequality.  The  assertion,  therefore,  that  "all 
men  are  born  equal,"  if  not  universally  false,  has  certainly  no 
application  to  those  industrial  conditions  from  which,  in  a 
civilised  society,  not  a  single  individual  can  escape. 

From  this  brief  outline  it  is  evident  that  Political  Economy 
becomes  scientific  just  in  proportion  as  it  discovers  and  sets 
forth — (i)  What  are  the  universal  relations  that  must  every- 
where subsist  between  the  producers  of  Wealth  and  the  pro- 
ducers of  Capital,  to  allow  of  the  freest  production  of  both,  and 
sale  of  the  former  for  the  latter;  and  (2)  what  are  the  remov- 
able hindrances  which  in  any  given  locality  or  country  prevent 
sales  taking  place  by  minimising  the  production  of  Capital  or 
impeding  the  distribution  of  Wealth. 

But  this  broad  division  of  all  civilised  producers  into  two 
powerful  and  opposing  classes,  into  Wealth-producers  or 
sellers  and  Capital-producers  or  buyers,  whose  personal, 
visible,  and  immediate  interests  always  appear  to  be  in  ce; 
less  conflict,  and  yet  whose  continued  prosperity  and  progress 
depends  upon  some  recognised  and  ever  active  authority 
holding  the  scales  of  justice  evenly  between  both,  and  so 
preventing  oppression  of  the  one  by  the  other,  is  a  funda- 
mental social  fact  to  which  Economical  no  less  than  Political 
Science  has  hitherto  remained  absolutely  and  obstinately 
blind.  While  such  blindness  has  necessarily  gone  far  toward 
vitiating  most  of  the  theoretical  conclusions  of  the  former, 
and  preventing  the  practical  laws  of  the:  latter  from   ha> 
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anything  but  the  most  temporarily  palliative  and  disappoint- 
ing of  effects. 

The  accompanying  diagram  may  help  to  illustrate  this  first 
and  greatest  division  of  labour,  which  by  separating  the 
Wealth-producer  from  the  Capital-producer  gives  birth  to 
civilisation.  For  civilisation  itself  is  nothing  but  a  state  of 
mutually  beneficial  dependence  of  one  set  of  men  upon  an- 
other, and  every  step  of  progress  made  therein,  and  every 
social  benefit  secured  thereby,  is  made  possible  only  by  such 
dependence  increasing,  and  ever-multiplying  numbers  losing 
their  ability  to  live  independently  owing  to  the  growth  of 
needs  that  cannot  be  satisfied  except  through  the  products  of 
other  men's  labours.  Thus,  a  state  of  individual  or  family 
independence  must  always,  economically  speaking,  be  an 
uncivilised  or  barbarous  state,  for  there  cannot  be  civilisation 
except  there  is  dependence. 


TABLE  I. 

Uncivilised  Man 
{Independent  of  others  for  both  food  and  manufactures). 


Capital  -  Producers  ^ 
(Dependent  upon 
Wealth-producers  for 
manufactures,  which 
they  obtain  by  pur- 
chases with  food- 
surpluses). 


The  Market 
where  Value  is  deter- 
mined, i.e.,  the  quanti- 
ties of  Capital  obtain- 
able for  each  article  of 
manufacture. 


f  Wealth-Producers 
(Dependent  upon 
Capital-producers  for 
food,  which  they  ob- 
tain by  sales  of  manu- 
factures). 


From  this  diagram  it  should  clearly  appear,  without  the 
tedious  explanation  otherwise  necessary,  how  it  is  that  Value, 
which  economically  is  always  selling  value,  can  only  attach  to 
manufactures  or  Wealth,  and  purchasing  power  to  food  or 
Capital.  Whence,  necessarily,  Value  is  always  the  quantity  of 
food  for  which,  at  any  given  time  and  place,  any  named  article 
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of  manufacture  can  be  sold ;  and  Purchasing-power  the 
number  of  manufactured  articles  of  any  specified  kind  which, 
at  any  given  time  and  place,  a  fixed  quantity  of  food  can 
purchase.  Value  therefore  being  the  correlative  of  purchasing 
power,  must  always  fall  as  purchasing  power  rises,  and  rise  as 
purchasing  power  falls.  Manufactures  consequently  in  Econo- 
mics have  value  but  no  purchasing  power,  while  food  has 
purchasing  power  but  no  value. 

This  relation  of  these  two  distinct  classes  of  labour-products 
to  each  other  is  so  fundamental,  ubiquitous,  and  permanent, 
that  unless  it  be  firmly  grasped  and  kept  continuously  in  view 
no  progress  can  be  made  in  the  comprehension  of  subsequent 
social  developments.  For  the  constant  economical  effect  of 
these  is  to  increase  the  dependence  of  multiplying  sets  of 
wage-earners  upon  each  other,  through  increasing  sub-division 
of  labour  in  manufactures,  and  of  all  wage-earners  upon 
Capital-producers,  through  the  increasing  demand  of  the 
former  for  food.  Necessarily,  therefore,  any  multiplication  of 
Wealth-producers  beyond  the  purchasing  capacity  of  the 
Capital-producers  within  their  reach  must  {vide  diagram)  so 
reduce  value  as  to  insure  the  increasing  pauperisation  of  the 
former,  i.e.,  the  compulsory  surrender  for  food  of  an  increas- 
ing share  of  whatever  wealth  they  produce.  For  except 
through  violence  or  charity,  these  cannot  obtain  a  single  ounce 
of  food  beyond  what  its  producers  choose  to  pay  in  voluntary 
purchase  of  manufactures.  Tf  ever  then  in  any  locality  or 
country  artificial  restrictions  should  be  placed  either  upon  the 
production  of  Capital  or  upon  the  distribution  of  Wealth,  then 
nothing  can  ultimately  prevent  such  restrictions  from  causii 
increasing  want,  i.e.,  insufficiency  of  food  amongst  wraith- 
producers,  which  must  prove  socially  disastrous  just  in  pro- 
portion as  the  numbers  affected  by  it  are  small  or  large. 

But  such  artificial  restrictions,  both  upon  the   production  oi 
Capital  and  upon  the  distribution  of  Wealth,  are  the  insepai 
able  accompaniments  of  even-  form  of  modern,  \\  estern,  or,  as 
it  may  be  more  properly  called.  Roman  civilisation.     It   is 
their  existence,  indeed,  which  creates  those  two  bugbears  oi 
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modern    Economics,  Ricardo's    "  Iron    Law   of  Wages,"   and 
Malthus'  not  less  iron  "  Law  of  Population,"  and  so  reduces 
man — «  made  in  the  image  of  God,"  and  endowed  with  divine 
intelligence— to  the  level  of  the  brutes  that  perish,  and  thus 
condemns    him    to    share    in    that    blind    and    unreasoning 
"struggle  for  food,"  which  is  the  doom  of  the  animal  world. 
Over   the  whole  of  these  regions,  therefore,  man's  so-called 
''struggle    with    Nature"    is    nothing    but    the    outcome    of 
artificial  restrictions,  which  he  ignorantly  creates  or  endures, 
upon  his  own  productive  powers  and  his  own  personal  free- 
dom, too  many  in  some  countries  being  compelled  to  produce 
manufactures  for  sale,  and  too  few  permitted  to  produce  food- 
surpluses  for  their  purchase  ;  too  few  in  others  being  permitted 
to  produce  manufactures  for  sale,  and  too  many  restricted  to 
producing  food  for  maintenance  without  any  inducement  to 
produce  surpluses  for  purchase.     Of  necessity,  then,  Political 
Economy,  which  is  the  science  of  sales,  divided  itself  naturally 
into  two  great  parts,  whereof  the  first,  which  may  be  called 
Pure  Economics,  concerns  itself  with  the  universal  relations 
that  must  everywhere  and  always   subsist  between   the  pro- 
ducers of  Wealth  and  the  producers  of  Capital,  to  allow  of  the 
freest  production  of  both,  and  sale  of  the  former  for  the  latter. 
While  the  second,  which  may  be  called  Applied  Economics, 
concerns   itself  with   the   specific   and   removable  hindrances 
created  by  laws,  by  customs,  or  by  Nature,  which  in  any  given 
locality  or  country  prevent  sales  taking  place,  either  by  mini- 
mising the  production  of  Capital,  by  impeding  the  distribution 
of  Wealth,  or  by  both  together.     Thus  Pure  Economics  deals 
with  universal  principles,  and  Applied   Economics  with  their 
particular  and  local  violations. 


PART  I 

PURE    ECONOMICS 


o  :- 


INTRODUCTION 

It  has  just  been  stated  that  "over  the  whole  of  the  Western 
world  man's  so-called  'struggle  with  Nature'  is  nothing 
but  an  outcome  of  artificial  restrictions,  which  he  ignorantly 
creates  or  endures,  upon  his  own  productive  powers  and  his 
own  personal  freedom,  too  many  being  compelled  to  produce 
Wealth  for  sale  and  then  prevented  selling  it,  and  too  few 
permitted  to  produce  Capital  for  purchase  of  that  Wealth  and 
the  ample  payment  of  its  producers."  But  such  ill-baiun 
production  as  this  is  not,  it  need  scarcely  be  said,  the  result 
of  voluntary  choice  upon  the  part  of  producers.  For  though 
the  more  active  and  intelligent  among  them  commonly  prefer 
to  engage  in  manufacture  rather  than  in  agriculture,  yet  they 
never  carry  such  preference  so  far  as  to  willingly  accept  less 
food  in  payment  for  their  manufactures  than  the  same  amount 
of  labour  devoted  to  food- production  would  raise  for  them- 
selves. Thus,  at  any  given  time,  there  is  always  a  natural 
limit  to  a  fall  in  wages,  77',;'.,  that  at  which  tin-  Wealth-producer, 
unable  to  sell  his  manufacture  for  as  much  food  as  he  could 
raise  himself  by  tin-  same  expenditure  1  >f  labi  >ur,  u  ill,  if  free  to 
do  so,  cease  to  manufacture  articles  for  sale,  and  betake  him- 
self instead  to  producing  food  for  lu's  own  consumption.  I  01 
Wealth-producers  as  a  class,  therefore,  freedom  to  rai 
for  themselves  when   they  cannol    find   purchasers   for  theii 
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manufactures  is  the  one  alternative  essential  to  prevent  such 
a  fall  in  the  value  of  their  labour-products,  as  must  reduce  in- 
creasing numbers  of  them  first  to  practical  slavery,  and 
ultimately  to  actual  starvation.  How  to  secure  and  maintain 
this  freedom  then  is  the  great  problem  which  must  eventually 
present  itself  to  every  progressive  civilisation,  and  be  solved 
in  some  way  under  pain  of  tumult,  anarchy,  and  social 
dissolution. 

Since,  however,  this  problem,  when  more  simply  stated,  is 
merely  how  to  increase  the  number  of  buyers  relatively  to 
sellers,  at  any  given  time  and  in  respect  to  any  given  place, 
it  is  plain  that  the  solution  which  demands  at  that  time  and 
in  that  place  the  transformation  of  manufacturing  sellers  into 
food-producing  buyers  may  be  indefinitely  postponed  by  the 
opening  up  of  intercourse  with  existing  but  distant  food- 
producers  who,  though  desirous  of  manufactures,  have  hitherto 
been  unable  to  obtain  them.  In  respect,  therefore,  to  any 
given  locality  or  country,  extensions  of  commerce  may  re- 
peatedly postpone  the  need  for  making  an  otherwise  inevitable 
readjustment  in  production.  But  however  brought  about, 
whether  by  an  extension  of  commerce  or  a  readjustment  in 
production,  nothing  but  an  increase  in  the  number  of  food- 
producing  buyers  can  save  the  multiplying  Wealth-producers 
of  any  given  locality  from  pressure  of  that  want  which  is  in- 
separable from  a  continuous  fall  in  the  value  of  their 
manufactures.  For  Wealth- producers,  therefore,  freedom  and 
prosperity  depend  upon  their  continued  enjoyment  of  three 
rights,  (i)  The  right  to  produce  food  for  themselves  when 
there  is  no  demand  for  their  manufactures.  (2)  The  right  to 
produce  manufactures  freely  in  response  to  or  creation  of  a 
demand  for  them.  (3)  The  right  to  sell  their  manufactures 
freely  wherever  the  demand  for  them  is  greatest.  Whence  of 
necessity  Pure  Economics,,  which  is  that  part  of  Political 
Economy  which  determines  what  is  essential  to  the  freedom 
and  prosperity  of  sellers,  divides  itself  naturally  into  four 
parts.  ( 1 )  That  which  concerns  the  free  production  of  Capital, 
i.e.,  Food-producers  and  their  rights  in  respect  to  land.      (2) 
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That  which  concerns  the  free  production  of  Wealth,  i.e.,  Wage- 
earners  and  their  rights  in  respect  to  machinery.  (3)  That 
which  concerns  the  free  sale  of  Wealth,  i.e.,  Merchants  and 
their  rights  in  respect  to  money.  (4)  That  upon  which  an 
enjoyment  of  each  of  these  rights  must  always  depend,  viz., 
Government  and  the  discharge  of  its  duties. 


BOOK  I 

AGRICULTURE 


o  :- 


CHAPTER  I 

CAPITAL   AND   ITS   FREE   PRODUCTION 

■Capital  is  surplus  food  produced  with  intent  to  purchase 
Wealth.  Surplus  food,  produced  without  such  intention,  or 
without  power  to  give  it  effect,  is  not  Capital.  Thus  the 
surplus  food  produced  by  Nature,  without  any  assistance 
from  man,  as  in  swamps  and  forests,  can  never  become 
Capital.  While  the  surplus  food  produced  by  Nature,  with 
little  assistance  from  man,  as  amongst  savages  in  the  tropics, 
becomes  Capital  only  when  its  producers  have  acquired  a 
desire  for  Wealth,  and  improvements  in  transport  have 
brought  it  within  purchasable  distance.  The  less  labour, 
therefore,  there  is  expended  in  the  production  of  surplus 
food,  the  less  do  the  properties  and  powers  of  Capital  attach 
to  it.  Hence,  of  two  quantities  of  surplus  food,  each  con- 
sisting, say,  of  1,000  cwts.  of  wheat,  were  the  first  if  possible 
the  product  of  one  man's  labour,  applied  through  labour- 
saving  machines,  and  the  second  the  product  of  ioo  men's 
labour,  applied  directly,  the  latter  would  possess  the  pro- 
perties and  powers  of  Capital  many  times  in  excess  of  the 
former,  simply  because  the  ioo  Food-producers,  each  making 
their  purchases  with  10  cwts.  of  wheat,  would  purchase 
and  use  a  far  larger  number  of  manufactured   articles   than 

the   one  Food-producer    possibly   could,  and    so   would  give 
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employment  to  and  support  a  far  larger  number  of  Wealth- 
producers.  Hence,  whatever  laws  encourage  the  substitution 
of  large  farms,  supporting  few  individuals,  for  small  ones 
supporting  many,  however  temporarily  beneficial  to  individual 
Food-producers,  must  always  tend  to  cause  present  loss  and 
eventual  disaster  to  local  Wealth-producers.  But,  on  the 
other  hand,  whatever  laws  compel  the  sub-division  of  large 
farms,  supporting  few  individuals,  into  small  ones,  supporting 
many,  will  speedily,  if  the  laws  be  permitted  to  operate,  stop 
the  production  of  Capital  altogether  by  leaving  only  a  bare 
sufficiency  for  maintenance. 

Since  Capital  then  is  surplus  food — the  product  of  labour 
applied  to  land — it  can  be  produced  only  by  labourers  culti- 
vating land.  For  what  is  won  from  the  sea  is  relatively 
too  small  in  quantity  to  be  considered  here.  Land  con- 
sequently becomes  the  primary  factor  in  the  production  of 
Capital,  and  the  extent  of  the  cultivator's  right,  property, 
interest,  or  "estate"  in  it  the  primary  factor  in 

(i)  The  freedom  of  Food-producers. 

(2)  The  quantities  of  Capital  they  produce. 

(3)  The  maintenance,  above  starvation   level,  of  payments 

to  Wealth-producers. 
For  the  freedom  of  Food-producers  is  itself,  as  we  shall  now 
learn,  the  primary  factor  in  the  adequate  reward  of  Wealth- 
producers.  Because,  as  the  need  increases  in  any  locality 
lor  a  resort  to  the  land  and  food-production  of  unemployed 
or  inadequately  rewarded  Wealth-producers,  it  is  essential 
that  every  one  of  the  latter  who  is  unable  to  sell  his 
manufactures  for  as  much  food  as  the  same  amount  of 
exertion  would  raise  for  himself,  shall  be  free-,  if  nothing 
more  attractive  offers,  to  renl  land  from  cultivators,  and  so 
cease  the  production  of  manufactures  for  sale,  and  commence 
instead  that  of  food  for  consumption  and  pun  ha:  e.  For  only 
so  long  as  this  alternative  is  open  i"  him  will  his  civilised 
'.ges,i.e.,t\\e  share  of  his  own  manufactures  whi<  h  he  retains 
after  providing  himself  with  food,  always  remain  above,  or 
never  fall  permanently  below,  the  level  of  natural  a  1  the 
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level  of  reward  that  is  obtained  by  the  uncivilised  man  who, 
after  providing  himself  with  food,  enjoys  as  wages  all  and 
whatever  manufactures  he  can  produce  for  himself.  For 
directly  Wealth-producers  are  deprived  of  this  alternative 
there  is  nothing  to  prevent  them,  owing  to  increasing  com- 
petition amongst  multiplying  individuals  of  their  class,  from 
sinking,  first  into  a  state  in  which  they  cease  to  retain  any  of 
the  Wealth  they  produce — a  state,  that  is,  in  which  they  have 
to  part  with  all  their  manufactures  in  order  to  procure  the 
barest  necessities  of  life  (which  state  is  economically  identical 
with  slavery) — and,  finally,  into  one  in  which  they  are  unable 
to  procure  even  bare  necessities,  through  their  manufactures 
having  become  absolutely  unsaleable  amongst  the  only 
Capital-producers  within  reach.  Only  then,  if  left  free  to 
raise  food  for  themselves  when  they  cease  to  be  able  to  sell 
their  manufactures  to  advantage,  can  Wealth-producers  be 
saved  from  sinking  in  increasing  numbers  into  a  state,  first  of 
economical  slavery,  and,  finally,  of  absolute  starvation.  How 
to  preserve  them  from  this  fate,  and  secure  to  them  in  practice 
their  ':  right  to  raise  food  for  themselves  when  there  is  no 
demand  for  their  manufactures  "  is  then,  as  we  have  already 
said,  the  problem  which  every  progressive  civilisation  must 
ultimately  either  solve  for  itself  or  perish. 

Now  there  are  two  ways,  and  only  two,  in  which  Wealth- 
producers,  who  have  no  interest  in  land  through  inheritance 
or  gift,  can  acquire  a  right  to  occupy  and  cultivate  it,  without 
resorting  to  violence  and  therefore  to  robbery  : 

(i)  By  migration  to  and  settlement  upon  land  that  is 
remote  and  valueless. 

(2)  By  purchase  from  some  prior  occupier  of  his  right 
to  cultivate  land  that  is  adjacent  and  valuable,  which  pur- 
chase may  be  effected  cither  through  the  annual  payment 
of  a  fixed  but  small  quantity  of  food  as  Rent,  or  the  im- 
mediate payment  of  a  fixed  but  large  number  of  food-tokens 
in  redemption  of  such  Rent. 

Since,  however,  the  latter  mode  of  purchasing  is  open  only  to 
those  who  possess  hoards  or  deposits  of  food-tokens  or  money, 
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it  need  not  be  considered  here,  seeing  that  no  matter  how  freely 
land  may  be  purchasable  in  this  way,  such  freedom  offers  no 
alternative  to  a  continuous  fall  in  wages  for  that  vast  majority 
of  Wealth-producers  who  do  not  and  never  will  possess  any 
such  accumulations  of  money  to  make  purchases  with. 

Equally,  the  alternative  of  migration  becomes  decreasingly 
open  as  population  spreads,  and  unoccupied  and  valueless 
land  becomes  so  increasingly  remote  from  all  over-populated 
centres,  that  to  reach  and  settle  upon  it  may  demand  at  last 
the  possession  of  such  large  accumulations  of  money  that  it 
too  ceases  to  offer  any  practical  alternative,  for  the  great 
majority  of  Wealth-producers,  to  a   continuous  fall   in  their 


wages. 


Thus  in  advanced  civilisations  there  remains  at  length  only 
•one  automatic  and  ever-present  defence  for  increasing  num- 
bers of  Wealth-producers  from  a  state  of  economical,  though 
perhaps  not  of  personal  slavery,  viz.,  their  right  to  freely  rem' 
adjacent  and  valuable  land  from  present  occupiers  when  they 
have  no  savings  or  deposits  wherewith  to  purchase  it,  and 
valueless  and  unoccupied  land  is  placed  out  of  their  reach 
from  its  extreme  remoteness. 

But  the  right  of  Wealth-producers  to  freely  rent  land  from 
its  present  occupiers  can  take  effect  only  through  a  contem 
poraneous  exercise  by  such  occupiers  of  a  prior  right  to  freely 
let  their  holdings,  wholly  or  in  part,  to  would-be  tenants. 
Consequently  the  right  of  Wealth-producers  to  produce  food 
freely  for  themselves  when  there  is  no  demand  for  their 
manufactures  rests  altogether  upon  the  prior  possession  by 
cultivators  of  a  right  to  freely  let  their  holdings  whenever 
they  can  find  tenants  to  rent  them.  In  other  words,  main- 
tenance of  the  most  important  right  of  Wealth  producers 
rests  upon,  and  is  impossible  except  through,  a  prior  main- 
tenance of  the  most  elementary  right  of  Food-piodu.  .  1  ■ .. 
Whence  of  necessity  wherever  Food-producers  are  deprived 
of  their  right  to  let  land,  nothing  can  ultimately  save  Wealth- 
producers  from  the  evils  inseparable  from  a  deprivation  of 
their  right  to  rent  it.     This  conclusion  rea<  I"  d,  our  attention 
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is  of  necessity  diverted  for  the  moment  from  Wealth-producers 
and  concentrated  upon  Food-producers,  or  rather  upon  the 
causes  which  lead  to  the  payment  of  that  most  remarkable 
of  economic  phenomena — Rent,  and  of  the  rights  which  such 
payment  creates. 


CHAPTER    II 

RENT — ITS    ECONOMIC    NATURE 

RENT  is  the  most  remarkable,  and  perhaps  the  most 
beneficent  of  all  the  products  of  civilisation,  since  through 
it,  and  through  it  alone,  the  inhabitants  of  a  fully  occupied 
and  seemingly  overcrowded  country  have  opened  up  to  them, 
as  they  require  it,  successive  areas  of  what  is  practically 
prairie  or  valueless  land,  upon  which  their  redundant  and 
poorest  population  can  settle,  multiply,  and  prosper.  But 
to  allow  of  it  fulfilling  these,  its  proper  functions,  in  the  social 
system,  it  is  of  all  things  necessary  (i)  that  the  true  economic 
nature  of  Rent  should  be  understood ;  (2)  that  the  personal 
rights  which  its  payment  creates  should  be  respected  ;  and 
neither  of  these  essential  preliminaries  to  its  beneficent 
action  has  ever  yet  been  completely  satisfied.  So  far,  indeed, 
from  this  being  the  case,  its  true  origin  has  been  so  per- 
sistently ignored  by  economists,  and  the  rights  of  its  payers 
so  persistently  violated  by  legislators,  that  at  last  the  very 
class — that  of  Wealth-producers — to  whom  naturally  it  affords 
the  only  certain  protection  from  servitude,  are  being  taught  to 
execrate  its  payment  as  the  primary  cause  of  their  enslave- 
ment. Hence  it  is  of  all  things  necessary  t«>  understand 
what  Rent  is,  how  it  arises  and  what  is  the  part  it  plays  in 
social  development. 

As  has  been  already  explained,  Value  is  tin-  relation  ol 
articles  manufactured  for  sale  by  one  class  of  produ 
Wealth-producers)  to  quantities  of  food  raised  for  purchase 
by  another  class  (Capital-producers),  and  is  expressed  theo- 
retically in  terms  of  such  quantities,  bul  practically,  for  the 
most  part,  in  those  of  the  artificial  tokens  which  give  them 
currency  and  represent  them. 

'5 
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This  broad  statement  becomes  more  comprehensible  when 
it  is  remembered  that  as  surpluses  of  food  diminish,  as  in 
areas  threatened,  and  at  length  smitten,  with  famine,  so  does 
the  value  of  manufactures  fall,  until  finally,  should  no  food 
surpluses  remain,  it  will  be  found  that  manufactures  have 
■ceased  to  be  saleable,  i.e.,  iveallh  has  ceased  to  have  any  economic 
value  at  all.  While  conversely  as  food  surpluses  increase,  so 
does  the  value  of  manufactures  rise.  Of  this  latter  state  of 
things  the  most  conspicuous  illustration  is  the  relative  value 
of  manufactures  in  new  colonies  and  old  countries.  It  being 
very  high  in  the  former,  where  articles  of  manufacture  are 
scarce  as  compared  with  the  food  surpluses  which  are 
abundant,  and  very  low  in  the  latter,  where  articles  of  manu- 
facture are  abundant  as  compared  with  the  food  surpluses 
which  are  scarce.  Hence  the  large  profits  made  by  the 
purchase  with  Capital  or  its  tokens  of  manufactures  in  old 
countries,  and  their  sale  for  Capital  or  its  tokens  in  new 
colonies. 

Now  this  fall  in  Value  of  manufactured  articles  in  any  given 
place,  and  consequent  increase  in  purchasing  power  over  them 
of  given  quantities  of  food,  is  due  to  one  or  more  of  the 
following  causes  : — 

(i)  To  increased  competition  for  food  amongst  multiplying 
Wealth-producers  or  their  mercantile  selling  agents,  which 
compels  them  to  part  with  a  larger  share  of  their  manufactures 
in  return  for  the  same  quantity  of  food. 

(2)  To  increased  productive  power  amongst  wealth-producers, 
owing  to  sub-division  of  labour  or  improvements  in  machinery, 
which  makes  the  above  share  consist  of  a  constantly  increasing 
number  of  articles. 

(3)  To  increased  facilities  for  transport  and  competition 
amongst  carriers,  which  continuously  reduces  freights  to  any 
given  market. 

In  every  progressive  country  one  or  more  of  these  causes  of 
a  fall  in  Value  is  continuously  in  operation,  although  their 
economic  effect  may  be  less  or  more  modified,  or  even  for  a 
time    reversed,   by   whatever   tends    either   to    multiply    the 
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number  of  Food-producers  making  their  purchases  in  any 
given  market,  or  to  increase  the  producing  capacity  of  each 
separate  Food-producer.  But  the  causes  contributing  to  a 
fall  in  Value  are  so  much  more  active,  so  long  as  peace  and 
security  prevail  and  justice  is  administered,  than  those  tending 
to  counteract  them,  that  such  a  fall  comes  to  be  the  invariable 
accompaniment  of  progress  and  its  only  certain  and  satisfac- 
tory economical  measure.  Wherever  manufactures  therefore 
do  not  fall  in  Value,  where,  that  is,  no  continuous  increase 
takes  place  in  the  purchasing  power  of  food,  there  cannot  be 
progress.  Thus  in  any  given  locality  an  increase  in  the  pur- 
chasing power  of  a  given  quantity  of  food  over  different  articles 
of  manufacture  is  the  one  inseparable  and  invariable  accompani- 
ment and  proof  of  progress. 

But  in  such  locality  any  given  quantity  of  food  is  the 
product  on  an  average,  during  a  long  series  of  years,  of  a 
fixed  expenditure  of  labour.  For  though  sub-division  of 
labour  enormously  and  continuously  increases  productive 
power  in  manufacture,  and  so  proportionately  reduces  the 
Value  of  each  finished  article,  it  has  no  such  effect  i)i  agricul- 
ture. For  the  processes  of  Nature  do  not  permit  men  to 
increase  their  food-producing  powers  by  devoting  themselves 
more  and  more  exclusively  to  single  operations — such  as 
ploughing,  or  sowing,  or  reaping.  On  the  contrary  it  wholly 
forbids  such  procedure,  by  compelling  them,  in  order  to 
secure  any  return  at  all,  to  perform  each  operation  at  its 
appointed  season.  Broadly  speaking,  therefore,  the  expendi- 
ture of  a  fixed  amount  of  labour  upon  food-production  results, 
on  an  average  and  for  a  long  series  of  years,  in  the  production 
of  a  fixed  quantity  of  food,  which  fixed  quantity  of  food  tvill 
purchase  in  the  nearest  market  a  constantly  increasing  number 
of  articles  of  manufacture.  Consequently  the  fundamental 
economic  law  of  civilised  progress  is — that  in  any  given 
locality  the  expenditure  of  a  fixed  amount  of  labour  upon 
food  production  secures  for  its  producer  a  steadily  increasing 
return  in  comforts,  i.e.,  in  manufactures. 

But  we  have  already  seen  that  under  every  form  of  Western 


1 8  The  Science  of  Civilisation 

Civilisation  the  presence  of  competition  amongst  multiplying 
Wealth-producers  compels  them  to  surrender  a  constantly  in- 
creasing share  of  their  manufactures  for  the  fixed  quantity  of 
food  essential  to  the  support  of  life.  Thus  in  agriculture  and 
manufacture  the  constant  tendency  is  for  the  rate  of  individual 
reward  to  move  in  exactly  opposite  directions.  Agriculturists, 
in  return  for  a  fixed  expenditure  of  labour,  obtain  a  very 
small  supply  of  comforts  at  first,  which  supply  tends  con- 
stantly to  increase  as  civilisation  develops  in  their  neighbour- 
hood ;  while  manufacturers,  in  return  for  the  like  expenditure 
of  labour,  retain  a  very  large  supply  of  comforts  at  first,  which 
supply  tends  constantly  to  diminish  as  competition  for  food 
increases  amongst  them.  But  to  this  fall  in  civilised  zvages 
amongst  manufacturers  there  is  a  limit,  that  of  natural  zvages 
(which  is  the  number  of  manufactured  articles  which  the 
average  wage-earner  can  make  for  his  own  use  after  providing 
himself  with  food),  always  provided  that  the  Wage-earner 
remains  free  to  become  a  Food-producer  and  make  these 
natural  wages  for  himself.  But  these  latter  wages,  the  birth- 
right of  every  individual  who  reaches  man's  estate,  are  obtain- 
able for  certain  in  only  one  of  the  two  ways  already  named  (i) 
By  migration  to,  and  settlement  upon,  valueless  land,  remote 
from  all  markets,  where  no  comforts  can  be  purchased,  but 
must  all  be  made  by  the  settler;  (2)  by  surrender  as  Rent 
from  valuable  land  adjacent  to  some  market  of  part,  or  all,  of 
such  average  surplus  as  would  purchase  for  the  rent-payer 
more  comforts  than,  as  a  settler,  he  could  make  for  himself. 

True  Rent,  therefore,  is  a  definite  quantity  of  food-products 
paid  out  of  those  yielded  by  a  particular  parcel  of  land — such 
Rent  being  a  rack-rent  if  the  quantity  so  paid  includes  the 
whole  of  the  surplus  as  described  above.  Thus  the  payment  of 
a  rack-rent  out  of any  parcel  of  ground  leaves  its  payer  in  receipt 
of  only  natural  zvages,  and  so  reduces  him  to  the  same  economical 
level  as  a  first  settler  upon  remote  and  valueless  land. 

Thus  whether  a  man  becomes  a  settler  upon  remote  land, 
or  a  tenant  paying  rack-rent  for  adjacent  land,  is  a  matter  of 
economical    indifference,  since    both  start  from  exactly  the 
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same  level  of  economical  reward,  that  of  natural  zuages. 
Consequently  the  provision  of  facilities  for  renting  land  at 
home  permits  the  agricultural  settlement  of  a  surplus  popula- 
tion just  as  freely  as  does  the  provision  of  facilities  for 
migrating  to  land  abroad. 

We  can  now  see  that  the  payment  of  a  rack-rent  for  any 
piece  of  land  strips  it  for  the  payer  of  all  benefits  resulting 
from  propinquity  to  a  market,  and  so  reduces  it  economically 
to  the  level  of  valueless  land  remote  from  any  market.  Rack- 
rented  land,  therefore,  is  land  deprived,  so  far  as  the  rent-payer 
is  concerned,  of  market  or  selling  value,  and  reduced  to 
the  economic  level  of  prairie  land.  Thus  to  enable  Wealth- 
producers  to  rent  valuable  land  at  home  is  just  as  beneficial 
to  them  as  to  enable  them  to  migrate  to  valueless  land 
abroad. 

From  this  explanation  we  can  see  that  the  payment  of  true 
Rent,  even  a  rack-rent,  does  not  touch  or  trench  upon  the  natural 
value  of  land — upon,  that  is,  its  capacity  to  sustain  the  life  of 
its  cultivator  at  whatever  level  of  comfort  his  own  unaided 
skill  and  industry  can  raise  him  to. 

It  does  not  deprive  him,  therefore,  of  anything  to  which  he 
has  a  natural  right,  of  any  product  of  his  own  labour  ;  but 
only  withholds  from  him,  if  a  rack-rent,  all,  or,  if  anything  less 
than  a  rack-rent,  some  of  such  benefits  of  civilisation,  i.e.,  of 
other  men's  labours,  as  have  accrued  up  to  the  time  of  the 
Rent  being  first  undertaken. 

Thus  in  any  given  locality  a  rack-rent  covers  and  includes 
the  power  to  purchase  all  labour-products  contributing  to 
physical  comfort  which  are  in  excess  of  what  the  average 
cultivator,  by  an  average  expenditure  of  labour,  could  manu- 
facture for  himself  were  he  a  settler  upon  remote  land. 
\\  liile.  since  such  po*wer  to  purchase  always  attaches,  at  any 
given  time,  to  a  definite  quantity  of  food,  the  surrender  "I 
such  quantity  as  Rent  deprives  its  payer  of  all  power  to 
purchase,  enjoy,  or  benefit  by  these  civilised  comforts,  and  so 
reduces  him  to  the  economic  status  of  an  uncivilised,  remote, 
and  solitary  man. 
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Such,  then,  is  the  true  nature  of  Rent  which  economical 
science  has  hitherto  completely  ignored,  and  practical  legisla- 
tion has  persistently  denied,  with  the  result  that  Rent  has  been 
transmuted  from  what  it  naturally  is,  the  great  social  safety- 
valve  for  over-population  in  towns,  into  the  most  cruel  and 
ubiquitous  instrument  of  class  oppression.  Hence  the  para- 
mount importance  of  determining  what  are  the  inalienable 
personal  rights  which  its  payment  creates,  since  it  is  the 
violation  of  these  which  entails  everywhere  such  widespread 
social  disaster,  and  provides  the  foundation  upon  which 
anarchic  economists  base  their  condemnation  of  Rent,  or  their 
confiscatory  methods  of  dealing  with  it. 


CHAPTER  III 

RENT — THE   RIGHTS   WHICH    ITS   PAYMENT   CREATES 

SiXCE  a  rack-rent  is,  as  we  have  just  seen,  a  definite  quantity 
of  surplus  food,  the  annual  surrender  of  which  by  its  producer 
depriveshim  oftheeconomic  benefits  of  civilisation,it  necessarily 
follows  that  land  for  which  a  rack-rent  is  paid  becomes,  for 
its  payer,  economically  identical  with  prairie  land.  But  an 
actual  settler  upon  prairie  land,  however  severe  his  labour  at 
first  and  small  the  amount  of  manufactured  comforts  which 
he  can  obtain,  has  always  the  hope  and  commonly  the  satis- 
faction of  seeing  the  former  diminish  and  the  latter  increase, 
by  the  gradual  attachment  to  any  food  surpluses  he  chooses 
to  raise  of  an  increasing  purchasing  power  over  manufactures, 
through  the  birth  and  growth  of  markets  within  his  reach. 
From  the  moment  therefore  he  first  settles  upon  remote  land, 
that  is  land  out  of  reach  of  a  market,  his  economical  condition 
tends  to  improve.  It  is  indeed  just  the  prospect  of  such 
improvement  that  causes  the  present  hardships  of  a  settler's 
life  to  be  so  courageously  faced  and  cheerfully  endured. 
Thus  the  sole  economic  cause  of  that  improvement  in  the 
settler's  condition  which  makes  his  prospects  so  attractive  to 
the  young,  energetic,  and  hopeful  emigrant,  is  his  complete 
enjoyment  of  every  increase  in  the  purchasing  power  of  his 
own  labour-products  over  those  of  other  men.  Nor  has  any 
recognised  economist  ever  denied  his  full  right  to  this  enjoy- 
ment, or  his  right  to  part  with  the  whole  or  any  part  of  it 
when  he  pleases  for  the  highest  value  obtainable.  This  right 
is,  in  fact,  his  most  valuable  property  or  "estate."  It  is  his 
hare  in  the  benefits  of  that  civilisation  which  his  own  enter- 
prise, courage,  and  industry  have  helped  to  create.  For  had 
he  not  migrated,  and  SO  ceased  to  be  a  seller,  all  wages  in  his 
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locality  must  have  fallen  through  his  continued  competition 
for  Capital.      While,   to  whatever  extent  he  has  become  a 
purchaser,  he  will   have   helped    either  to  raise  wages  to  a 
higher  level  than,  or  to  have  maintained  a  larger  number  of 
Wealth-producers  at  the  same  level  as,  before.     So  that  the 
new   or    increased    purchasing   power  thus   attaching   to    his 
surplus    food-products    is    civilised    society's    reward    to    the 
settler  for  becoming  a  purchaser  of  its  surplus  manufactures, 
and    so    providing    it    with    an    additional    supply    of    the 
necessities   of  life.     It  is  therefore  no  gratuitous   gift  but  a 
definite  return  for  value  received.     Consequently,  to  attach  to 
such   increase    in    the    purchasing   power    of  surplus    food- 
products  over  manufactures  the  name  of  "  unearned   incre- 
ment," as  orthodox  economists  do,  is  either  to  confess  their 
ignorance  of  the  true  cause  of  the  phenomenon,  or  else  to 
assert  that  no  food -producer  has  any  right  to  benefit  by  that 
fall   in   the  value   of  manufactures  which   inevitably  attends 
increased  sub-division    of  labour   in    manufacture,  increased 
competition  amongst  manufacturers,  or  increased  facility  in 
the   transport    of   manufactures.       But    though    the    settler's 
right  to  whatever  increase  thus  takes  place  in  the  purchasing 
power  of  his  food  surpluses  is  practically  undisputed,  it  has 
never  yet  been  recognised  that  theoretically  and  morally  the 
rent-payer  has  exactly  the  same  right  and  for  exactly  the  same 
reason.     For  when   the    latter  undertakes  a   rack-rent    upon 
adjacent  land  he  runs  practically  the  same  risk  and  confers 
upon  society  exactly  the  same  benefit  as  the  former  does  by 
migrating  to  remote  land,  that  is,  he  ceases  to  be  a  seller  and 
therefore  a  competitor  for  Capital.     While  when  he  raises  a 
surplus  of  food  for  purchase,  over  and  above  his  rack-rent,  he 
confers,  only  much  more  speedily,  exactly  the  same  benefit 
upon   society  as  the  settler  does,  when  a  market  is  opened 
near  him,  i.e.,  he  becomes  a  purchaser  of  manufactures  and  an 
additional  supplier  of  food  necessities.       While  then,  by  the 
payment  of  a  rack-rent,  the  tenant  surrenders  to  the  previous 
occupier   all   such    benefits   of  civilisation   as   the    latter   has 
assisted  to  create,  clearly  lie  himself  is  entitled,  for  just  the 
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same  reason  as  the  settler  is,  to  whatever  food  surpluses  he 
is  induced  to  raise  over  and  above  his  agreed-upon  rent  and  to 
whatever  comforts  suck  surpluses  purcJiase.  Nor  can  the  rent- 
receiver  show  the  shadow  of  an  economic  or  moral  right  to 
confiscate  these  surpluses  by  exacting  a  larger  rent  than  that  first 
undertaken. 

Economically  and  morally,  then,  the  tenant  who  punctually 
pays  his  rent  has  exactly  the  same  rights  in  respect  to  the 
land  he  occupies  as  the  settler  has.  That  is,  he  owns  a 
definite  "  estate  "  in  it,  created  by,  and  dependent  upon,  the 
annual  payment  of  the  original  produce  rent,  which  "  estate  " 
he  is  as  much  entitled  as  the  settler  is  to  deal  with  as  he  pleases. 
To  devise,  sublet,  and  sell,  wholly  or  in  part,  subject  always 
to  the  original  rent.  And  only  so  long  as  he  remains  in 
secure  possession  of  this  "  estate  "  is  it  possible  for  him  to  let, 
or  for  the  wacre-earner  to  rent  land  whenever  the  latter  desires 
to  become  a  tenant  instead  of  an  emigrant.  Thus  upon  the 
cultivator's  secure  possession  of  the  above  "estate"  in  the  land 
lie  occupies  does  the  freedom,  prosperity,  and  progress  of  wealth- 
producers  ultimately  depend. 

We  have  now  arrived  at  the  following  simple  con- 
clusions : — 

(1)  That  growth  in  the  purchasing  power  of  Capital 
(surplus  food)  over  Wealth  (manufactured  articles)  is  an 
inseparable  accompaniment  of  social  progress. 

(2)  That  Rent  and  its  development  is  an  inevitable  con- 
sequence of  this  growth. 

(3)  That  the  payment  of  a  rack-rent  for  valuable  land  is 
economically  equivalent  for  the  rent-payer  to  a  settlement 
upon  valueless  land.  So  that  every  acre  of  settled  land 
voluntarily  rented  is  economically  equivalent  to  an  acre  of 
uninhabited  territory  newly  settled. 

(4;  That  freedom  to  rent  land  is  absolutely  essential,  in 
every  fully  settled  country,  to  the  prosperity  and  progress  of 
its  Wealth-producers. 

(5;  That  no  such  freedom  can  exist  unless  it  be  recognised 
that  the  payment  of  Rent,  i.e.,  of  a  fixed  quantity  of  surplus 
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food,  ensures  to  its  payers  a  definite  "estate"  in  the  rented 
land. 

Thus  the  free  production  of  Capital  in  every  civilised 
country  comes  ultimately  to  depend  upon  the  secure  pos- 
session by  its  cultivators  of  a  definite  "  estate  "  in  the  lands 
they  cultivate  ;  and  the  secure  possession  by  Wealth-producers 
of  "  the  right  to  produce  food  freely  for  themselves  when  there 
is  no  demand  for  their  manufactures,"  upon  the  certain 
possession  by  its  cultivators  of  the  above  "  estate  "  in  land. 

But  security  such  as  this  depends  entirely  upon  the  action 
of  Government,  whether  it  faithfully  and  efficiently  discharges 
its  judicial  functions,  by  protecting  the  weak,  the  poor,  and 
the  ignorant  from  oppression  by  the  strong,  the  wealthy,  and 
the  educated  ;  since  if  it  fails  to  do  this  the  "  security  "  here 
insisted  upon  can  have  no  continuance,  and  the  rightful 
"  estate  "  of  the  rent-payer  in  the  land  he  cultivates  will,  as 
certainly  as  the  sun  rises,  be  confiscated,  on  one  plea  or 
another,  by  the  rent-receiver.  Thus  the  primary  judicial  duty 
of  every  civilised  government  is  to  recognise  and  maintain  the 
rights  of  cultivators,  for  upon  no  other  foundation  than  tJie 
secure  possession  of  such  rights  is  it  possible  to  erect  the  super- 
structure of  assured  progress. 

But  while  a  maintenance  of  the  rights  of  cultivators  will 
inevitably  lead  at  length  to  an  increasing  resort  to  renting  as 
a  means  of  sub-dividing  land,  it  is  of  all  things  important 
that  no  compulsion  be  used  either  to  hasten  or  to  hinder  the 
substitution  of  this  system  of  sub-division  for  the  earlier  and 
equally  efficacious  patriarchal  system.  For  this  latter  system, 
so  long  as  the  power  of  the  paterfamilias  be  maintained, 
secures,  through  the  exercise  of  parental  authority,  as  ordered 
and  beneficial  a  multiplication  of  cultivators  as  results  from 
the  acceptance  of  rents  ;  and  this  is  all  that  Pure  Economics 
requires.  For,  equally  with  the  renting  system,  the  patriarchal 
prevents  such  rapid  increase  in  the  number  of  food-producers 
on  any  given  parcel  of  land  as  ensures  their  pauperisation, 
through  leaving  them  no  surplus  food  or  Capital  wherewith  to 
purchase   comforts,  while   it  permits  such  gradual  numerical 
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increase  as  economic  developments  warrant.  But  it  does  all 
this  only  so  long  as  the  head  of  the  family  remains  free  to 
determine  how  many  of  the  rising  generation  shall  remain  on 
the  family  holding,  and  how  many  seek  their  living  in  other 
places  and  by  other  pursuits.  For  the  will  of  the  father  in 
these  respects  will  commonly  give  full  effect  to  the  require- 
ments of  Political  Economy.  But  this  will  is  subject  to 
ceaseless  attacks,  both  from  custom  and  from  law,  the  sole 
object  of  which  is  either  to  deprive  the  father  of  all  power  to 
sub-divide  the  holding,  as  with  the  English  law  of  primogeni- 
ture, or  else  to  compel  its  sub-division  against  his  will,  as  with 
the  provisions  of  the  Code  Napoleon.  The  injurious  effect  of 
such  interference  will  be  considered  later  on,  what  at  present 
we  are  alone  concerned  with  is  the  economic  need  to  preserve  to 
each  cultivator  the  right  to  deal  with  his  holding  as  he  thinks 
best  if  the  largest  possible  production  of  Capital  is  to  be 
secured. 

TABLE   II. 

Agricultural  Development. 

Capital-Producers. 

Mill  ~l 

Capital-Producers.  Rent- Receivers. 


I     I     I     I     !     I  ! 

Capital- Producers.  Rent-Receivers. 


I    I    I.I    I    I    I    I    I    I    I  I  I  I        . 

Capital-Producers.  Rent- Receivers.      Rent- Receivers. 


CHAPTER  IV 

TOKEN    RENTS — THEIR   CIVILISED   NECESSITY 

We  have  now  seen  that  true  rent  is  a  fixed  quantity  of 
food-products  paid  annually  in  purchase  of  a  right  to  occupy 
and  cultivate  some  given  parcel  of  land.  Also  that  the 
prosperity  of  Food-producers  and  the  freedom  of  Wealth- 
producers  depends  upon  the  "  estate "  created  by  this  pay- 
ment vesting  absolutely  in  the  rent-payer.  Such  "estate," 
be  it  well  understood,  being  not  the  land  itself,  but  the  right 
to  occupy  and  dispose  of  it  so  long  as  the  rent  is  paid.  This 
right  becomes  necessarily  more  valuable  as  the  purchasing 
power  of  any  given  quantity  of  food  over  manufactures 
increases  in  the  markets  of  the  locality.  Hence  the  rise  in 
the  selling  price  of  such  "estate"  or  right,  which  in  Ireland 
is  known  as  "  Tenant  Right." 

But  the  payment  of  a  fixed  quantity  of  food-products  as 
rent  is  not  the  simple  operation  in  practice  that  it  appears 
on  paper.  For  each  recurring  payment  entails  a  fresh 
agreement  between  the  rent-receiver  and  the  rent-payer,  and 
this  not  only  because  the  same  parcel  of  land  cannot  com- 
monly go  on  producing  indefinitely  the  same  sort  of  crop, 
but  because,  even  when  it  does,  as  in  the  rice-fields  of  India 
and  elsewhere,  the  personal  element  always  inclines  either  to 
abuse  of  rights  on  the  one  side,  or  evasion  of  obligations  on 
the  other.  Long  experience  has  proved,  indeed,  that  the  payment 
of  rents  in  kind  acts  as  a  standing  obstacle  to  independence 
amongst  agriculturists,  and  therefore  to  progress  in  agriculture. 
So  universal,  indeed,  is  the  friction  generated  by  this  conflict 
of  interests  that  any  simple  means  of  escape  from  it  without 
loss   to   either   party   become  mutually  welcome.     Nor  does 

such  means  ever  fail  to  arise   in  every  well-governed  state, 
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or  to  be  taken  increasing  advantage  of  when  it  does,  to  (at 
first)  the  benefit  and  relief  no  less  of  rent-payers  than  of  rent- 
receivers. 

This  means  offers  itself  through  the  increasing  use  of  food- 
tokens  or  money  in  markets,  owing  to  the  multiplication  of 
Wealth-producers  and  the  purchase  of  manufactures  from 
them  by  Merchants  with  such  tokens  instead  of  with  food. 
These  tokens,  again,  Wealth-producers  so  continuously  change 
into  food  as  to  gradually  establish  customary  or  average 
market  prices,  which  agriculturists  learn  at  last  to  count 
upon  receiving. 

Whenever  in  any  locality  such  stability  in  food  prices  is 
reached  and  maintained  for  a  long  succession  of  years,  rent- 
receivers  and  rent-payers  all  but  invariably  take  advantage 
of  it,  and  by  mutual  agreement  commute  payment  of  fixed 
quantities  of  food-products  into  payment  of  fixed  numbers  of 
food-tokens ;  which  latter  payments,  so  long  as  food  prices 
remain  on  an  average  at  their  original  level,  give  sufficiently 
faithful  expression  to  the  obligations  due  from  rent-payers 
and  the  demands  enforceable  by  rent-receivers. 

But  the-  commutation  thus  effected,  and  the  personal 
freedom  secured,  in  no  way  affects  the  right  of  the  rent- 
payer  on  the  one  hand  to  pay  no  more  than  the  fixed 
quantity  of  products  originally  undertaken  as  rent,  or  of 
the  rent-receiver  on  the  other  to  continuously  receive  out 
of  his  land  the  fixed  quantity  of  food-products  for  which  he 
agreed  to  let  it.  The  true  rent  of  the  land  remains,  after 
commutation  as  before  it,  the  fixed  quantity  of  food-products 
of  which  the  money  payment  is  a  token  merely  and  nothing 
more ;  while  the  prosperity  of  the  food-producer  and  the 
freedom  of  the  wage-earner  remain  just  the  same  as  before, 
dependent  upon  fixity  in  the  payments  of  food-products,  and 
not  in  that  of  food-tokens. 

Now,  so  long  as  the  payment  of  food-tokens  in  place  of 
food-products  remains  a  voluntary  act  upon  the  part  of  rent- 
payers,  no  hardship  or  wrong  results  from  a  change  in  the 
level  of  food  prices.     For  an  obvious  alternative  t<>  the  former 
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payment  should  food-tokens  have  increased  in  food  value  is 
a  return  to  the  payment  of  rents  in  kind.  But  the  payment  of 
token  or  money  rents  in  place  of  food  rents  soon  ceases  to  be 
voluntary,  the  influence  of  rent-receivers  over  the  Government 
invariably  leading  the  latter  to  take  upon  themselves  the 
enforcement  of  money  rents  in  cases  of  default — an  enforce- 
ment which  tends,  no  doubt,  to  the  general  peace  of  the 
country  and  avoidance  of  scenes  of  tumult  and  violence. 

Directly,  however,  the  State  interferes  between  rent- 
receivers  and  rent-payers  and  constitutes  itself,  in  the  last 
resort,  the  general  collector  of  token  rents,  it  immediately 
becomes  responsible  for  the  maintenance  of  substantial 
identity  between  the  tokens  representing  rents  and  the  rents 
which  they  pretend  to  represent,  otherwise  the  State  becomes 
a  mere  instrument  of  oppression  in  the  hands  of  rent-receivers, 
and  confiscator  for  the  latter  of  the  "estates"  of  the  former. 
But  this  substantial  identity  can  be  maintained  in  only  one  of 
two  ways  : — 

(i)  By  the  State  periodically  and  compulsorily  readjusting 
all  token-rents  in  correspondence  with  the  alterations  it 
permits  in  the  value  of  its  food-tokens,  i.e.,  in  its  food 
prices. 

(2)  By  it  so  regidating  its  issite  of  those  food-tokens  as  to 
prevent  such  alterations  taking  place. 

Now  the  periodic  and  compulsory  readjustment  of  token 
rents,  to  make  them  truly  expressive  of  fixed  produce  rents, 
is  an  extremely  cumbersome  and  intensely  irritating  process, 
necessarily  productive  of  violent  hostility  between  rent-payers 
and  rent-receivers,  and  of  gross  injustice  to  the  latter  when 
token  rents  only  are  regulated,  and  all  other  charges  on  land, 
equally  portions  of  true  rent,  left  unregulated.  Besides,  this 
system  leaves  unadjusted  all  the  other  intricate  and  multiply- 
ing monetary  relations  of  civilised  life,  which  are  just  as  much 
vitiated  as  token  rents  are  by  changes  in  the  value  of  food- 
tokens.  This  method  is  in  fact  absolutely  inadmissible  as  an 
economic  procedure,  and  only  tolerable  as  a  temporary 
political  expedient. 
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Economically,  then,  the  maintenance  of  fixity  in  produce 
rents,  without  which  there  can  be  no  continuous  prosperity  in 
agriculture,  is  impossible,  in  a  highly  civilised  country,  except 
through  the  maintenance  of  fixity  in  food  prices,  i.e.,  in  the  value 
of  food-tokens. 

But  neither  Food-producers  nor  Wealth-producers  have  any 
power  to  maintain  fixity  in  the  value  of  the  food-tokens  which 
the  exigencies  of  civilisation  yet  compel  them  to  use,  for  they 
have  nothing  to  do  with  their  issue.  This  becomes  exclusiveiy 
a  function  of  the  State  as  soon  as  the  State  undertakes  to  enforee 
food  contracts  expressed  in  terms  of  food-tokens.  Necessarily, 
therefore,  the  just  regulation  of  the  issue  of  these  food-tokens, 
by  which  issue  food  prices  are  regulated,  and  the  maintenance, 
through  such  issue,  of  stability  in  these  prices,  becomes  the 
primary  economic  duty  of  every  civilised  Government,  since 
upon  the  faithful  discharge  of  this  duty  wholly  depends  : 

(1)  The  secure  possession  of  their  "  estates  "  by  Food-pro- 
ducers ;  and 

(2)  Adequate  payment  for  their  manufactures  to  Wealth- 
producers. 


CHAPTER  V 

BRITISH   FEUDALISM 

At  this  stage  of  our  inquiry  it  may  add  interest  to  our 
subject,  and  bring  it  into  contact  with  historic  fact,  if  we 
ascertain  whether  such  a  tenure  of  land,  as  that  just  shown  to 
be  theoretically  essential  to  social  stability  and  progress,  has 
ever  been  practically  enjoyed  by  any  body  of  civilised  culti- 
vators, and,  if  so,  whether  it  is  still  enjoyed,  or  how  and  why 
they  have  been  deprived  of  it  ? 

The  possession  of  an  absolute  estate  in  land  by  one  man 
who  yet  concomitantly  is  under  obligation  to  make  regularly 
recurring  payments  to  another  out  of  it,  without  having  his 
personal  or  proprietary  freedom  abridged  thereby,  is  the 
peculiar  and  distinctive  characteristic  of  a  special  system  of 
tenure  common  to  several  branches  of  the  Anglo-Saxon  race, 
but  best  exemplified  in  the  ancient  English  tenure  of  "  Free 
and  Common  Soccage."  This  tenure,  which  existed  before 
the  Norman  Conquest,  was  continued,  confirmed,  and 
strengthened  by  it,  and  long  served  to  preserve  to  the  great 
body  of  British  yeomen  a  degree  of  freedom  and  independence 
scarcely  known  amongst  the  same  class  elsewhere.  But  this 
tenure,  seeing  that  it  secured  to  rent-payers  under  it  the  full 
benefit  of  all  increases  in  the  purchasing  power  of  their  food- 
surpluses  (the  "  unearned  increment "),  became  the  mark  for 
ceaseless  legislative  attacks  by  rent-receivers  covetous  of 
these  increases.  While  so  successful  have  these  attacks  been, 
that,  whereas  at  the  time  of  the  Norman  Conquest,  and  for 
long  after  it,  the  great  majority  of  English  tenants  actually 
did  possess  an  absolute  "  estate  "  in  their  holdings,  such  as  we 
have  found  it  theoretically  necessary  that  they  should  possess 
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if  the  community  is  to  prosper,  and  enjoyed,  consequently,  all 
the  rights  incident  to  such  an  "  estate  "  (viz.,  those  of  secure 
possession,  of  free  sale,  and  of  free  letting) — now  not  a  single 
English  tenant  enjoys  any  one  of  these  rights,  but  all  have 
sunk,  where  not  protected  by  lease,  to  the  degraded  level  of 
mere    tenants-at-will,  the    villeins    regardant  of  the  original 
feudal  system.     This  legal  confiscation  and  economic  revolu- 
tion has  been  effected  in   two  ways  :  (i)  By  unjust   statutes 
(notably  those  of  Merton  20  Henry  II.  ;  of  Westminster  II., 
13  Edward  I.  ;    of  De  Donis  13  Edward   I.,  Cap  I.;    of  Quia 
Emptores  18    Edward   I.  ;  of  the  Great  Statute  of  Uses,  27 
Henry  VIII.),  all  drafted  and  passed   by  rent-receivers,  and 
transferring  to  themselves  the  rights  of  rent-payers.     (2)  By 
an   unjust   currency,  the   fluctuations   in   food   prices   due   to 
which  have  converted  rents  from,  what  originally  they  were 
accepted  as  and  always  truly  remain,  fixed  quantities  of  pro- 
duce, into  continuously  increasing  quantities  of  produce.     But 
the  exaction  of  increasing  quantities  of  produce  as  rent  from 
the  same  tenant  or  his  successor  in  title  is  fatal,  as  we  know, 
to  every  form  of  secure  estate  in  land  but  one,  viz.,  that  of 
absolute  ownership.      This   form   of  estate  consequently  has 
acquired  an  exclusive  attractiveness  in  public  estimation  which 
is   eminently   undeserved,   and    yet    more    undesirable,   since 
wherever  it  becomes  the  goal  of  public  desire,  a  complete  stop 
is  put  to  that  free  and  voluntary  distribution  of  land  amongst 
increasing  numbers  of  those  anxious  to  occupy,  and  capable 
of  cultivating,  it,  which   is  the  sole  preventive  of  increasing 
pauperisation  in  towns. 

Thus  the  tenure  which  we  have  proved  to  be  theoretically 
essential  to  the  stability  and  progress  of  every  fully  settled 
country,  was  at  one  time  that  under  which  all  English  "  free- 
men ;'  did  actually  hold  their  lands.  It  is  therefore  a  tenure 
which  demands  for  its  restoration  but  three  things: 

(1)  The  abrogation  of  all  statutes  destroying  it. 

(2)  A  recognition  of  the  truth  supporting  it,  that  true  rent 
is  always  a  fixed  quantity  of  produce. 

(3)  A  regulation  of  the  currency  facilitating  it. 
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As  to  the  first  remedy,  we  cannot  concern  ourselves  with  it 
here,  further  than  to  point  out  its  necessity.  As  to  the 
second,  it  should  now  be  needless  to  insist  upon  it.  As  to  the 
third,  its  consideration  belongs  to  the  fourth  division  of  our 
subject:  "  Government  and  the  discharge  of  its  duties." 


BOOK   II 

MANUFACTURE 
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CHAPTER  I 

THE   FREE   PRODUCTION   OF   WEALTH 

Wealth,  as  contrasted  witJi  Capital,  consists  of  finished 
articles  of  manufacture  ready  for  sale  or  exchange,  the  induce- 
ment to  produce  which  instead  of  food  is  the  procurement, 
through  the  exclusive  manufacture  of  such  articles  and  their 
sale  or  exchange,  of  more  comforts  than  would  result  from  an 
expenditure  of  the  same  amount  of  physical  labour  upon 
food-production.  So  that,  broadly  speaking,  Wage-earners  as 
a  class  always  receive  a  larger  return  in  comforts  for  any  given 
expenditure  of  labour  than  food-producers  do,  since  ceasing 
to  do  this  they  will  always,  if  free  to,  discontinue  manufac- 
turing and  take  to  food-production  instead. 

It  is  most  important  to  bear  in  mind  that  manufactures 
must  be  finally  finished  and  ready  for  sale  or  exchange  before 
they  can,  economically,  be  classed  as  Wealth,  and  have  true 
market  value  attached  to  them.  Unfinished  manufactures,  or 
manufactures  produced  where  there  is  no  market  for  them, 
arc  not  Wealth,  since  economically  speaking  they  have  no 
value  at  all,  seeing  that  they  either  cannot  be  used  or  will 
not  be  purchased  by  Food-producers,  and  so  cannot  be  sold 
for  food.  No  matter,  therefore,  how  many  processes  take 
place  in  respect  to  any  one  manufactured  article  as  between 
parties  who   do  something  essential    to   its   completion,  such 
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processes,  economically  speaking,  are  nothing  but  successive 
parts  of  a  single  operation,  that  of  production,  all  of  which  are 
paid  for  out  of  the  value  finally  received,  and  none  of  which 
can,  presumably,  be  dispensed  with  if  that  value  is  to  be 
obtained.  All  the  parties  thus  concerned,  therefore,  in  the 
production  of  this  final  value  constitute  one  producing  body, 
and  not  an  aggregation  of  independent  producers.  In  this 
respect  manufacture  tends  to  become  more  and  more  widely 
differentiated  from  agriculture.  For  Food-producers,  no 
matter  to  what  extent  they  multiply  in  any  locality,  always 
retain,  each  of  them,  their  economic  individuality,  and  the 
food-products  of  each  a  definite  purchasing  power.  But 
Wealth-producers,  the  faster  they  multiply,  tend  to  sink, 
through  division  of  labour,  into  more  and  more  specialised 
organs  of  an  increasingly  complex  manufacturing  body, 
the  specialised  products  of  which  organs  cease  to  have,  by 
themselves,  any  true  market  value  at  all.  The  broad  effect 
of  this  tendency  is  to  create  co-operative  needs  and  tenden- 
cies amongst  Wealth-producers  which  have  no  counterpart 
amongst  Food-producers,  and  of  necessity  invest  the  former  in 
every  political  conflict  with  an  immense  superiority  over  the 
latter.  With  such  conflicts,  however,  we  have  nothing  to  dp, 
being  only  concerned  in  recognising  the  permanent 
individuality  of  all  producers  of  Capital  as  contrasted  with 
the  increasmg  atomity  of  all  producers  of  Wealth. 

Now  to  the  production  of  Capital,  as  we  have  already  seen, 
there  is  one  primary  essential,  Land.  Equally  is  there  one 
primary  essential  to  the  production  of  Wealth,  Machinery. 
For  the  use  of  some  machine,  however  simple,  is  as  essential 
to  the  production  of  manufactures  as  is  that  of  land  to  the 
production  of  food.  A  Wealth-producer,  in  fact,  is  not  a  man 
merely,  but  a  man  equipped  with  some  special  machine,  just  as 
a  food-producer  is  not  a  man  merely,  but  a  man  in  occupation 
of  some  parcel  of  land.  For  the  same  reason,  therefore,  as 
land  becomes  the  primary  factor  in  the  production  of  Capital, 
and  the  extent  of  the  cultivator's  "  estate "  or  property  in  it 
the    primary  factor    in    the   freedom    and    prosperity   of  the 
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Capital-producer,  does  machinery  become  the  primary  factor 
in  the  production  of  Wealth,  and  the  extent  of  his  interest  or 
property  in  it  the  primary  factor  in  the  freedom  and 
prosperity  of  the  Wealth-producer.  And  as  no  Food- 
producer  can  possibly  be  free  who  remains  dependent  upon 
some  other  man  for  the  use  of  the  land  essential  to  the  pro- 
duction of  his  food  ;  so  can  no  Wealth-producer  possibly  be  free 
who  remains  dependent  upon  some  other  man  for  the  use  of  the 
machinery  essential  to  the  production  of  his  wages.  This  will 
appear  the  clearer  the  more  the  fact  becomes  generally 
recognised  that  industrial  wages  are  not  something  paid  by 
one  man  to  another,  however  universally  and  for  convenience 
sake  they  are  commuted  into  this  form,  but  are  the  share  ot 
his  own  labour  products,  or  their  equivalents  in  exchange, 
retained  by  the  Wealth-producer  over  and  above  what  he  has 
to  part  with  in  order  to  provide  himself  with  food.  For  the 
idea  of  wages  implies  reward,  and  mere  life,  or  the  food 
necessary  to  sustain  it,  is  no  reward  for  anything,  but  the 
right  of  every  man  willing  to  work.  In  more  primitive 
societies  the  wage-earner  is  commonly  fed  by  the  employer 
and  paid  his  "  wages "  in  addition  :  a  practice  still  followed 
in  many  agricultural  districts  in  Great  Britain,  where  the 
labourer's  "  board "  is  spoken  of,  and  treated  as,  something 
quite  distinct  from  his  "wages." 

In  primitive  communities,  all  the  machinery  used  being  of 
the  simplest  kind,  each  Wealth-producer  owns  whatever  is 
needed  to  create  his  particular  wages.  In  all  the  simpler 
trades,  indeed,  this  is  still  the  universal  practice ;  black- 
smiths, carpenters,  bricklayers,  painters,  etc.,  owning  the 
comparatively  simple  machines  essential  to  their  special 
callings. 

But  as  increasing  numbers  of  industries  become  more  com- 
plex, and  inventive  genius  constructs  labour-saving  machines, 
whereby  one  man,  by  a  given  expenditure  of  labour,  is 
enabled  to  produce  far  more  articles  of  a  given  kind  for  salt- 
than  another  man  without  such  machine,  then  clearly  the 
former  Wealth-producer  will  always  be  willing  to  pay  as  Hire- 
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for  the  improved  machine  a  part  of  the  additional  manu- 
factures he  produces  by  its  aid,  seeing  that  by  such  payment 
he  increases  his  own  wages.  As  competition  amongst 
Wealth-producers  increases,  therefore,  and  new  machines 
more  powerful  and  costly  than  those  already  in  use  are 
constantly  being  constructed,  Hire  for  machinery  becomes  as 
inevitable  and  beneficent  an  accompaniment  of  manufacture  as 
Rent  for  land  docs  of  food-production.  Since  just  as  Rent 
offers  to  all  would-be  Food-producers,  without  accumulations 
of  money,  the  only  means  of  acquiring  a  proprietary  and 
therefore  independent  interest  in  land,  so  does  Hire  offer  to 
all  would-be  Manufacturers  without  similar  accumulations  of 
money,  the  only  means  of  acquiring  a  proprietary  and  there- 
fore independent  interest  in  machines.  Necessarily,  therefore, 
everything  that  interferes  with  the  free  hiring  of  machinery  is 
as  prejudicial  to  the  independence  and  prosperity  of  Wage- 
earners  as  is  everything  that  interferes  with  the  free  renting  of 
land  to  that  of  Cultivators. 

While,  however,  there  is  this  broad  similarity  between  Rent 
and  Hire,  there  is  a  yet  more  permanent  and  fundamental 
difference,  due  to  the  never-to-be-forgotten  fact  that  while 
any  given  plot  of  ground,  with  proper  care,  is  increasingly 
productive  of  Capital,  any  given  machine,  with  equal  care,  is 
diminishingly  productive  of  Wealth,  since  the  soil  is  enriched 
by  cultivation,  whereas  the  machine  is  worn  out  by  use. 
Though  Rent  is  interminable,  then,  so  long  as  men  multiply 
and  seed-time  and  harvest  do  not  fail,  hire  is  of  necessity 
terminable  with  the  life  of  the  machine  which  produces  it. 
The  payment  of  Hire  consequently  must  always  partake  of 
the  nature  of  a  purchase  by  instalments,  the  number  and 
amount  of  which,  payable  for  any  particular  kind  of  machine, 
will  constantly  tend  to  decrease  as  competition  amongst 
their  makers  increases.  This  being  so,  the  payment  of  any 
given  number  of  instalments  of  Hire  creates  for  the  payer  a 
proportionate  property  in  the  machine.  Hence  the  sense  of 
robbery  which  always,  and  rightly,  attends  a  confiscation  by 
the   machine   seller   of  any  machine   on  which   some   instal- 
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ments  of  Hire  remain   unpaid   without  compensation   to  the 
hirer  for  the  property  he  has  already  acquired  in  it. 

The  fundamental  difference  between  Rent  and  Hire  thus 
caused  by  the  interminable  nature  of  the  one  and  the  termin- 
able nature  of  the  other  is  further  accentuated  by  the  diverse 
methods  of  producing  each  which  naturally  commends  itself 
to  the  producers.  For  since  in  agriculture  no  increase  in 
productive  power  attends  co-operative  labour,  but  on  the  con- 
trary a  diminution,  owing  to  the  impossibility  of  distinguish- 
ing the  products  of  individual  effort  and  the  consequent 
inducement  to  the  lazy  to  take  advantage  of  the  willingness 
of  the  industrious,  the  tendency  ahvays  is  for  individualistic 
industry  to  take  the  place  of  co-operative  or  communistic  produc- 
tion. More  especially  is  this  the  case  wherever  Rent  arises,  one 
man  working  by  himself  finding  it  much  easier  to  pay  a  given 
rent  than  do  ten  men  working  co-operatively  to  pay  a  Rent 
ten  times  as  large.  Individualistic  food-production  becomes 
eventually,  therefore,  the  inseparable  accompaniment  of 
civilised  rent-paying.  But  in  manufacture  a  tendency  prevails 
which  is  exactly  the  opposite  of  this,  the  drift  of  development 
invariably  being  from  individualistic  to  co-operative  production, 
since  ten  or  one  hundred  men  working  together  soon  find 
that  they  can  produce  far  more  than  ten  or  one  hundred 
times  the  manufactures  which  one  man  can  when  working- 
alone. 

If  free  to  do  so,  therefore,  larger  and  larger  numbers  of 
wage-earners  will  combine  to  hire  the  special  machines  essen- 
tial to  the  production  of  their  particular  wages.  So  that 
mills,  factories,  etc.,  hired  by  associations  of  Wealth-producers 
are  the  natural  successors  to  the  spinning-wheels,  looms,  etc., 
owned  by  individual  wage-earners. 

lint  so  soon  as  the  hiring  of  machines  becomes  frequent, 
an  inevitable  extension  of  this  practice  would  lead  to  the 
hiring  of  power  to  drive  the  machines;  while  the  successive 
discoveries  of  science  and  the  ceaseless  ingenuity  of  man 
would  constantly  reduce  the  cost  of  both  the  machine  and 
the  power,  and  with  these  the  value  of  the  manufacture:    they 
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produced,  thus  ensuring  a  further  rise  in  the  purchasing 
power  of  food. 

Now  the  free  renting  of  land  is  prevented,  as  we  have 
already  learnt,  by  an  unjust  legal  system  which  prohibits 
sub-letting,  and  by  a  confiscatory  currency  system  which 
raises  rents.  Similarly,  as  we  shall  subsequently  learn,  the 
free  hiring  of  machinery  is  prevented  by  an  unjust  banking 
system,  which  reduces  profits,  and  compels  merchants  to  mono- 
polise machinery  so  as  to  reduce  wages  instead  of  multiplying 
agents  to  increase  sales.  Since,  however,  the  creation  and 
maintenance  both  of  a  just  currency  and  a  just  banking 
system  are  special  functions  of  Government,  we  must  defer 
further  consideration  of  how  "  free  hiring"  is  prevented  until 
dealing  with  "  the  removal  of  hindrances  to  production,"  con- 
tenting ourselves  for  the  present  with  having  pointed  out  the 
important  part  which  Hire  should  play  in  industrial  develop- 
ment, and  the  vital  nature  of  its  connection  with  the  "  free 
production  of  Wealth "  and  the  freedom  and  prosperity  of 
Wealth-producers. 

We  have  now  seen  that  social  progress  has  resulted  in  the 
development  of  two  important  and  beneficent  phenomena, 
Rent  and  Hire,  each  of  which,  when  rightly  understood,  en- 
ables a  larger  number  of  people  to  be  supported  in  an  equal 
or  greater  degree  of  comfort  upon  the  same  area  of  land  ; 
providing  facilities,  in  agriculture,  for  those  without  land 
to  become  independent  Capital-producers,  and,  in  manu- 
facture, for  those  without  machines  to  become  independent 
Wage-earners.  For  the  payment  of  Hire,  be  it  observed, 
entails  no  reduction  in,  and  so  does  not  trench  upon,  Civilised 
wages,  just  as  the  payment  of  Rent  entails  no  reduction  in, 
and  so  does  not  trench  upon,  Natural  wages.  The  law  of 
Civilised  wages  therefore  operates  in  complete  independence 
of  Hire,  whether  this  be  paid  or  not,  which  law  declares  that 
when  in  any  locality  the  production  of  manufactures  so 
increases  as  to  force  their  local  value  very  low,  thus  raising 
the  purchasing  power  of  local  food  surpluses  very  high,  those 
Wage-earners  who  can  no  longer  make  an  adequate  wage  after 
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payment  of  the  current  Hire  for  machines  should  always  be 
able,  wherever   free  letting   prevails,  to   raise   sufficient   food 
for  themselves  after  payment  of  the  current  Rent  for  land. 
So  that  the  natural  and  necessary  effect  of  such  over-produc- 
tion of  Wealth  in  any  locality  as  reduces  the  value  of  manu- 
factures is,  in  that  locality,  to  proportionately  raise  the  Rent, 
or,  as  it  is  more  commonly   called,,  the  Value  of  land,  and 
multiply  the  number  of  rent-payers.     But  it  is  obvious  that 
Wage-earners  will  seek  to  prevent  a  reduction  in  the  value 
of  their  manufactures  as  long  as  they  possibly  can,  and  by 
every  means   in   their   power,  seeing  that  most  frequently  a 
reduction  in  the  value   of  manufactures   is   accompanied   by 
a  fall  in  the  rate  of  wages.     Long  before  such  fall,  however, 
due  as  it  always  is  to  the  glutting  of  markets  at  home,  has 
reached    the    point    which    compels    increasing    numbers    of 
Wealth-producers  to  abandon  manufacture  and  take  to  food- 
production  instead,  it  will  have  been  checked,  for  a  time  at 
least,   by   the   opening    up    of  new   markets    abroad,   in    the 
process  of  doing  which  the  second  great  division  of  labour 
will  be  effected,  and  the  class  of  Merchants  evolved.     Thus 
the  class  of  Merchants  is  as  necessarily  and  inevitably  differ- 
entiated   from   that    of  Wealth-producers,  as  is  the   class   of 
Wealth-producers  from  that  of  food-producers.     Where  there 
are  no  manufactures,  therefore,  there  will  be  no  native  Mer- 
chants, for   no   superabundant   production   of  food    produces 
Merchants  or  induces  mercantile  enterprise.     In  the  homely 
words   of  the  Russian  proverb:  "It  is  the  belly  that   seeks 
the  bread,  and  not  the  bread  the  belly."     Always  the  Manu- 
facturer who  goes  in  search  of  the  Food-producer,  and  never 
the  Food-producer  who  goes  in  search  of  the  Manufacturer. 

The  above  differentiation  of  Machine-owners  from  Wealth- 
producers,  though  necessarily  touched  upon  here,  does  not 
occur  until  long  after  the  much  more  important  differentiation 
of  Merchants  from  Wealth-producers,  which,  after  an  explana- 
tion of  money- wages,  we  will  next  consider. 
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Manufacturing  Development. 

Wealth-Producers. 


Hire- Receivers.  Wealth-Producers. 
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CHAPTER    II 


TOKEN-WAGES 


We  have  seen  that  practical  convenience  invariably  leads  in 
every  progressive  state  to  the  ultimate  acceptance  by  Rent- 
receivers  from  Rent-payers  of  food-tokens  in  place  of  food  as 
rent.  Still  more  certainly  and  yet  earlier  does  it  lead  to  their 
acceptance  by  Wealth-producers  from  Merchants  in  place  of 
both  food  and  wages.  For  the  convenience  attaching  to  the 
receipt  of  numbers  of  food-tokens  in  place  of  quantities  of 
food  is  obvious,  since  it  secures  to  Wealth-producers  the  free 
selection  of  the  food  that  suits  them  best.  Still  greater 
convenience  attaches  to  their  receipt  in  place  of  true  wages. 
For  these,  as  we  know,  are  the  surplus  manufactures  remaining 
to  each  Wealth-producer  after  he  has  sold  enough  to  provide 
himself  with  food.  But  it  is  rarely  that  a  specialised  Wealth- 
producer,  and  all  tend  to  become  specialised,  can  make  any 
domestic  use  of  his  own  manufactures.  They  are  not  the 
household  comforts  he  desires.  These,  therefore,  he  must 
procure  by  an  exchange  of  his  own  surplus  manufactures  for 
the  surplus  manufactures  of  other  Wealth-producers.  Such 
exchange,  however,  is  most  easily  and  advantageously  effected 
through  the  medium  of  Merchants,  by  a  preliminary  sale  to 
them  of  his  own  surplus  manufactures  for  food-tokens,  and  a 
subsequent  purchase  from  them  with  these  same  food-tokens 
of  the  particular  manufactures  he  desires.  Thus  it  comes 
that  Wealth-producers  commonly  sell  all  their  manufactures 
to  Merchants  for  some  definite  though  varying  number  of 
food-tokens,  with  one  part  of  which  they  obtain  food,  at  the 
current  prices  of  the  day,  while  with  the  other  they  either 
obtain  comforts  or  create  hoards.  Necessarily,  however,  when 
thus  expressed  in  a  common  denominator,  "  food  "  ceases  to 

f 


42  The  Science  of  Civilisation 

be  distinguishable  from  "  wages,"  and  Wealth-producers  hence- 
forth include  under  the  latter  name  all  the  food-tokens  they 
receive,  and  deem  a  rise  or  fall  in  money  wages  identical  with 
a  rise  or  fall  in  true  watres. 

But  though  all  visible  distinction  between  food  and  wages 
is  thus  concealed,  none  the  less  do  Wage-earners  remain  con- 
scious of  the  fact  that  their  personal  prosperity  depends  not 
on  the  number  of  food-tokens  they  receive,  but  upon  the 
surplus  remaining  to  them  for  the  provision  of  comforts  after 
they  have  paid  for  their  food,  such  surplus  being  so  obviously 
increased  at  the  time  by  a  fall  in  the  price  of  food,  that  they 
have  come  to  regard  whatever  lowers  such  price  as  their 
greatest  good,  and  whatever  raises  it  as  their  greatest  evil. 

But  we  have  already  learnt  that  a  fall  in  the  price  of  food 
works  disaster  to  Rent-payers,  and  eventually  to  Wage-earners 
as  well,  since  it  confiscates  the  "  estates  "  of  the  former  and 
forbids  that  free  letting  of  land  to  the  latter  which  alone 
prevents  overcrowding  amongst  them.  This  seeming  conflict 
of  interests  disappears,  however,  as  soon  as  Wage-earners 
realise  that  the  true  goal  of  their  desires  should  be  not  a  fall 
in  the  price  of  food,  which  robs  food-producers  immediately, 
and  injures  themselves  ultimately,  but  a  rise  in  money  wages, 
i.e.,  in  the  quantity  of  Capital  and  number  of  tokens  repre- 
senting it,  seeking  to  purchase  their  manufactures.  For  such 
rise  would  immediately  benefit  themselves  just  as  much  as  a 
fall  in  the  price  of  food  now  does,  but  without  entailing  any 
injury  upon  Food-producers. 

Thus  between  the  true  interests  of  Wage-earners  and  of 
Food-producers  there  is  no  more  real  conflict  after  the  intro- 
duction of  money  wages  and  money  rents  than  before.  But 
what  these  true  interests  are,  and  how  they  are  affected  by 
fluctuations  in  prices  due  to  mismanagement  of  the  currency, 
requires  to  be  intelligently  understood,  since  ignorance  in 
this,  as  in  most  cases,  is  the  fruitful  parent  of  injustice, 
conflict,  and  crime. 


BOOK  III 

COMMERCE 
CHAPTER    I 

THE   FREE   SALE   OF    MANUFACTURES 

The  free  sale  of  manufactures  to  other  than  contiguous  Food- 
producers,  who  make  their  purchases  directly  from  individual 
Wealth-producers,  is  impossible  except  through  the  inter- 
vention of  Merchants.  For  even  if  a  Wealth-producer  employs 
no  agent  to  effect  sales  to  remote  buyers  and  goes  in  search 
of  them  himself,  he  ceases  to  be  a  Manufacturer  during  the 
time  he  devotes  himself  to  this  totally  different  kind  of  work 
and  himself  becomes,  while  so  employed,  a  Merchant.  But 
the  personal  qualifications  and  training  required  for  success 
in  manufacturing  and  in  selling  are  so  different,  that  the 
Wealth-producer  can  never  fully  discharge  the  functions  of  a 
Merchant,  and  soon  finds  it  greatly  to  his  own  advantage  to 
confine  himself  entirely  to  manufacturing,  and  leave  exclu- 
sively to  Merchants  the  business  of  selling.  Thus  commerce, 
and  the  mercantile  class  which  conducts  it,  is  primarily  due — 
and  this  is  a  fact  which  should  never  be  lost  sight  of — to  over- 
production by  Wealth-producers  beyond  the  demands  of  local 
buyers,  which  over-production  compels  the  former  to  seek 
new  customers  at  a  distance  from  the  place  of  manufacture  as 
the  only  alternative  to  a  fall  in  values  locally,  and  therefore  a 
reduction  in  wages.  The  true  economical  and  indispensable 
function  of  Merchants,  therefore,  in  every  progressive  society,  is 
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to  make  sales  of  manufactures  for  food  on  behalf  of  Wealth- 
producers  when  these  are  no  longer  able  to  make  them  for  them- 
selves. Plainly,  therefore,  the  existence  of  Merchants  in  any 
given  locality  permits  of  a  multiplication  of  Wealth-producers 
far  beyond  that  otherwise  impassable  limit— the  local  demand 
for  their  manufactures.  Thus,  economically,  Merchants  are 
always  selling-agents  for  Wealth-producers,  while  upon  their 
operations  these  latter,  to  whatever  extent  they  have  out- 
grown the  purchasing  capacity  of  local  Food-producers,  and 
so  long  as  they  continue  Wealth-producers,  must  always 
remain  dependent  for  food — the  common  inducement  for 
some  men  to  become  Merchants  rather  than  Wealth-producers, 
just  as  for  others  to  become  Wealth-producers  rather  than 
Food-producers,  being  the  prospect  of  a  higher  average  of 
individual  reward.  For  the  level  of  material  comfort  attained 
to  by  Merchants  is  always  higher  on  the  average  than  that 
reached  by  W'ealth-producers,  just  as  that  reached  by  Wealth- 
producers  is  always  higher  on  the  average  than  that  reached 
by  Food-producers. 

The  special  economic  function  of  Merchants  being  thus  the 
procurement  of  food  for  Wealth-producers,  through  a  sale  of 
their  manufactures  to  Food-producers,  it  is  obviously  necessary 
for  them  to  first  obtain  possession  of  such  manufactures  before 
they  can  sell  them,  and  this  ultimately  they  always  do  by 
themselves,  making  a  provisional  purchase  from  Wealth- 
producers  of  zuhat  it  is  their  real  business  to  sell  for  them. 
But  such  provisional  purchases  they  will  never  make  unless 
they  have  a  reasonable  prospect  before  them  of  effecting 
subsequent  and  genuine  sales,  seeing  that  it  is  the  excess  in 
Value,  i.e.,  in  quantities  of  Capital,  or  in  tokens  convertible  into 
it,  received  from  Customers  over  what  they  pay  to  Wealth- 
producers,  that  constitutes  the  profit  upon  which  the  tuhole 
mercantile  class  subsists,  and  without  which  they  cannot 
possibly  discharge  their  functions  and  continue  to  trade. 
True  Profit,  therefore,  is  always  the  excess  in  quantities  of 
food,  or  in  the  market  tokens  which  represent  and  are 
exchangeable  for  them,  received  for  any  article  finally  sold 
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over  what  is  paid  in  primary  and  provisional  purchase  of  it. 
Merchants,  therefore,  and  all  their  multitudinous  dependents 
and  associates,  are  specifically  Profit-gainers,  just  as  Manu- 
facturers are  specifically  Wealth-producers,  and  purchasing 
cultivators  specifically  Capital-producers.  Into  these  three 
great  divisions  every  progressive  society  naturally  and  neces- 
sarily develops,  until,  from  being  at  first  merely  contributory 
to  the  comfort,  each  becomes  at  last  essential  to  the  existence 
of  the  other. 

This    development    is    best    illustrated     by    showing    our 
sociological  tree  in  its  second  stage  of  growth. 


TABLE    IV. 


Uncivilised  Man. 


Capital- 
Producers. 


Capital-Producers. 


The 
Market. 


Wealth- 
Producers. 


I.  Mill 

Profit-Gainers.       \\  ealth- 
Producers. 


This  Table  shows  Profit-gainers  established  as  permanent 
and  necessary  intermediaries,  or  middle-men,  between  Wealth- 
producers    and    the    various    remote    markets,   in  which    the 
Capital-producers  who  surround  them  make  their  purchases 
of  manufactures,  and  from  which  the  Wealth-producers,  w  In  si- 
labour-products    are    sold    in    them,    obtain    their    necessary 
supplies  of  food.      For  the  markets  where  Food-producers  pur- 
chase manufactures  must  be  adjacent  to  the  locality  of  their 
labours,  but  may  be  thousands  of  miles  distant   from  that  of 
the  Wage-earners  who  produce  them.     It  is  not  F<  iod-producers 
who  go  in  search  of  manufactures,  hut  Manufacturers  who 
in   search   of  food.      It   is  this  clement   of  distance,   growing 
more  and  more  dominant  as  commerce-  develops,  which  com 
pels  the   first  and   most  important  of  the  many  divisions  of 
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labour  in  the  mercantile  class,  that  which  separates  Carriers 
from  Merchants,  and  gives  birth  to  Freight. 

The  above  explanation  of  what  Profits  are  and  what  Mer- 
chants do  dispels  another  of  the  fallacies  of  anarchic 
economists.  For  these  declare  that  the  Profits  of  Merchants 
are  forcible  deduction  from  the  Wages  of  Manufacturers,  and 
therefore  the  proceeds  of  theft.  But  it  can  easily  be  seen  that 
not  only  are  true  Profits  not  deduction  from  Wages,  but  that 
only  through  their  acquisition  by  Merchants  is  it  possible  for 
large  and  growing  classes  of  Manufacturers  to  obtain  any 
Wages  at  all.  To  suppress  such  Profits,  therefore,  is  to  sup- 
press with  them  the  Wages  that  their  receipt  makes  possible. 
That  spurious  profits  exist,  which  are  nothing  but  monopolist 
exactions,  is  certain  ;  but  these,  so  far  from  being  identical 
with  true  Profits,  are  eventually  fatal  to  them,  a  fact  we  shall 
subsequently  learn. 


CHAPTER    II 

CARRIERS 

Transport,  it  must  never  be  forgotten,  is  always  a  function  of 
Merchants,  who,  in  the  early  days  of  commerce,  and  still  in 
countries  wholly  uncivilised,  themselves  own  the  slaves, 
animals,  vehicles,  or  vessels  essential  to  the  conduct  of  their 
operations.  But  as  security  for  life  and  property  increases, 
and  the  volume  of  mercantile  operations  swells,  that  invariable 
division  of  labour  is  effected  which  separates  Carriers  from 
Merchants,  and  secures  to  the  former  a  monopoly  of  commer- 
cial transport,  and  of  the  Freights  paid  for  it. 

Directly  this  division  of  labour  is  effected,  the  Freight  of 
every  commodity  becomes  a  definite  and  distinguishable 
addition  to  its  Cost,  which  Merchants  must  first  disburse,  and 
then  recover  from  Customers,  before  they  can  realise  Profit. 
Thus  Value  in  every  market,  of  all  but  local  manufactures,  is 
always   made  up  of  three  factors — 

Cost,  Freight,  Profit, 

none   of  which   can   possibly   be  eliminated,  no  matter  how 
much  reduced,  if  sales  are  to  be  continuously  made. 

Now  of  these  three  ever-present  factors,  Cost,  as  we  have 
seen,  and  Profit,  as  we  shall  see,  are  always  and  of  necessity 
determined  by  competition,  which  competition  constantly 
tends  to  reduce  the  average  rate  of  reward  to  the  minimum 
at  which  Merchants  can  effect  sales,  or  Wage-earners  produce 
manufactures.  But  Freights,  imte  id  of  being  similarly  reduced 
to  a  minimum,  are  through  the  ignorance  or  inaction  of 
Governments  raised  so  high  above  this  level  as  always  to 
artificially  reduce  sales,  and  often  to  prevent  them  altogether. 
It  is  practically  Freights,  therefore,  that  determine  the  extent 
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of  sales,  for  every  reduction  in  Freights  enables  Merchants  to 
sell  manufactures  at  lower  values  in  adjacent,  or  the  same 
value  in  more  distant  markets,  and  so,  by  placing  them  within 
the  purchasing  power  of  increasing  numbers  of  Food-producers, 
proportionately  enlarges  the  demand  for  them.  Reductions  in 
Freight  thus  become  the  one  source  of  gain  to  all  classes  of  tJie 
community  alike — to  Merchants,  to  Wealth-producers,  and  to 
Food-producers. 

What  is  imperatively  required,  then,  to  permit  of  merchants 
freelv  fulfilling  their  functions  and  obtaining  for  Wealth- 
producers  the  largest  possible  return  in  food  for  any  given 
article  of  manufacture,  and  for  Capital-producers  the  largest 
possible  number  of  manufactures  for  any  given  quantity  of 
food,  is  that  Freights  shall  be  as  freely  exposed  as  Cost  and 
Profit  are  to  the  minimising  action  of  competition.  For  nothing 
but  competition  can  ensure  those  continuous  reductions  in 
Freight  which  alone  can  enable  manufactures  to  be  freely  sold 
in  markets  increasingly  remote  from  the  place  of  manufacture. 
Free  competition  amongst  Carriers  is  consequently  the  founda- 
tion of  continuous  progress  in  trade. 

But  freedom  to  compete  for  Freights  depends  upon  the 
presence  of  conditions  which  Carriers  are  powerless  to  produce. 
Upon  the  suppression  of  artificial  hindrances  to  transport,  such 
as  blackmails,  tolls,  or  duties  ;  and  the  provision  of  artificial 
facilities  for  it,  such  as  roads,  canals,  harbours,  etc. — conditions 
which  none  but  the  Governments  of  the  countries  traversed 
can  ensure,  for  they  alone  can  effectively  suppress  artificial 
hindrances  where  they  exist,  or  provide  artificial  facilities 
where  they  do  not.  Obviously,  then,  since  competition 
amongst  Carriers  determines  Freights,  and  Freights  the  extent 
of  sales  in  markets,  while  upon  such  sales  depends  ultimately 
the  existence  of  Wealth-producers  and  Merchants,  it  becomes 
the  primary  duty  of  every  Government  towards  its  industrial 
and  commercial  subjects  to  remove,  so  far  as  is  possible,  all 
artificial  hindrances  to  transport,  and  provide,  so  far  as  is 
possible,  increasing  artificial  facilities  for  it. 

While,  then,  the  discharge  of  its  primary  duty  towards  its 
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food-producing  subjects  demands  from  every  civilised  Govern- 
ment the  maintenance  of  stability  in  food  prices  through  a 
just  regulation  of  its  currency,  the  discharge  of  its  primary 
duty  towards  its  wage-earning  and  mercantile  subjects  de- 
mands the  removal  of  all  hindrances  to  transport  through  the 
abolition  at  home  and  abroad  of  blackmails,  tolls,  or  duties, 
and  the  provision  at  home  and  abroad  of  increasing  facilities 
for  it  through  the  construction  of  roads,  canals,  harbours,  etc. 

How  inseparably  connected  are  these  two  primary  economic 
duties  of  civilised  Governments,  the  maintenance  of  stability 
in  food  prices,  and  the  provision  of  facilities  for  transport,  we 
can  only  see  when  reaching  the  fourth  division  of  our  subject 
— "  The  Economic  Duties  of  Government  and  their  Dis- 
charge." At  present,  in  dealing  with  Carriers  and  their 
functions,  we  can  only  assume  that  the  duties  of  Government 
are  fulfilled,  that  no  artificial  hindrances  impede  transport, 
while  increasing  facilities  are  provided  for  it. 

Since  Freight  is  payment  for  the  conveyance  of  commodities, 
obviously  it  cannot  be  earned  unless  these  be  conveyed.  A 
Carrier,  therefore,  is  not  a  man  merely,  but  a  man  equipped  with 
whatever  means  of  conveyance  is  required  to  earn  the  special 
freight  offered.  Only  under  the  most  primitive  conditions  is 
this  "  means  "  the  Carrier's  own  body.  Commonly  it  is  either 
an  animal,  or  else  a  carriage  propelled  by  animal  or  other 
power.  Practically,  therefore,  in  all  civilised  countries  the 
possession  of  some  carriage,  animal  or  mechanical,  is  as 
essential  to  the  earning  of  Freight  as  is  the  possession  of  land 
to  the  production  of  Capital,  and  of  machinery  to  that  of 
Wages.  Necessarily,  therefore,  such  "carriages"  become  the 
primary  factor  in  the  earning  of  Freights,  and  the  extent  of 
the  Carrier's  interest  or  property  in  them  the  primary  factor  in 
determining  his  independence,  enterprise,  and  prosperity,  i.e., 
the  keenness  of  his  competition  for  Freights,  and  his  success  in 
securing  the  largest  share  of  them. 

When  Freights  are  determined  by  competition,  their  rates 

for  any  given   distance  will   depend   upon    the  weight    which 

each    Carrier  can  convey  and  the  time  he  will  take  in  con- 
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veying  it.  Necessarily,  however,  both  weight  and  time  will 
depend  mainly  upon  the  facilities  for  transport  provided  by 
the  Government,  since  only  as  such  facilities  are  increased 
can  the  weight  conveyed  by  each  Carrier  be  largely  increased 
through  improvements  effected  in  carriages  and  the  time 
required  to  convey  it  be  largely  reduced  through  the  use 
of  more  powerful  means  of  propulsion.  Always,  however, 
as  such  facilities  are  increased  will  competition  amongst 
Carriers,  if  this  be  free,  ensure  the  fullest  advantage  being 
taken  of  new  mechanical  inventions  and  fresh  scientific 
discoveries,  and  constant  improvements  being  made  in  the 
capacity  and  speed  of  conveyances. 

Next  after  the  provision  then  of  increasing  facilities  for 
transport,  and  to  ensure  to  the  whole  community  the  fullest 
benefit  from  these,  it  is  of  all  things  essential  that  the  Govern- 
ment shall  sternly  repress  every  recurring  attempt  to  create 
monopolies  in  transport — this  being  the  commercial  depart- 
ment which  of  all  others  demands  the  freest,  the  fullest,  and 
the  fiercest  competition,  since  nothing  but  such  competition 
can  ensure  those  continuous  improvements  in  conveyances, 
and  consequent  reductions  in  Freights,  which  can  alone 
enable  the  industrial  heart  of  every  progressive  State  to  force 
through  ever-lengthening  channels  of  communication  the 
life-sustaining  outflow  and  inflow  of  multiplying  labour- 
products. 

From  the  Profit-gaining  class  will  now  have  become 
differentiated  the  class  of  Freight-earners  or  Carriers. 


TABLE  V. 
Profit-Gainers. 


Merchants.  Carriers. 


CHAPTER  III 

MERCHANTS 

IN  the  early  days  of  commerce  when  all  transport  is  difficult, 
and  any  conveyance  of  bulky  articles  impossible,  indeed  in 
every  country  where  Food-producers  largely  outnumber  Wage- 
earners,  Merchants  do  not  import  food  from  foreign  countries 
in  return  for  the  manufactures  they  export,  but  other  manu- 
factures obtained  in  exchange  for,  and  more  saleable  at  home 
than  local  productions.  So  that  long  after  home  Customers 
have  ceased  to  be  able  to  purchase  all  the  manufactures  pro- 
duced at  home,  the  value  of  these  is  maintained  without  the 
rate  of  home  wages  having  to  be  reduced,  through  the  action 
of  Merchants,  who  by  exchanging  unsaleable  home  manu- 
factures for  saleable  foreign  ones,  induce  home  Customers  to 
still  go  on  buying.  The  first  stage  in  foreign  commerce,  there- 
fore, is  ahvays  one  of  exchange  abroad  and  sale  at  home,  and 
this  continues  so  long  as  Merchants  can  find  all  their 
Customers  at  home,  so  long,  that  is,  as  the  number  of  home 
Capital-producers  largely  exceeds  the  number  of  home 
Wealth-producers.  To  hinder,  therefore,  at  this  stage  the 
import  of  foreign  manufactures  is  merely  to  prevent  an 
equivalent  export  of  home  manufactures,  and  so  to  reduce 
the  total  number  of  Wage-earners  that  can  maintain  them- 
selves at  any  given  level  of  wages. 

The  second  stage  of  commerce  is  that  in  which,  to  an 
increasing  extent,  Customers  are  no  longer  to  be  found  at 
home,  either  of  home  manufactures  or  of  their  foreign  equiva- 
lents, but  must  be  sought  for  abroad.  At  this  stage,  there- 
fore, commerce  consists,  to  the  extent  to  which  it  has  entered 
upon  it,  of  exports  of  manufactures  and  imports  of  food,  and 
whatever  hinders  the  import  of  foreign  food  prevents  a  pro- 
s' 
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portionate  sale  and  consequent  production  of  home  manu- 
factures, and  equally  with  a  prevented  import  of  foreign 
manufactures  tends  to  reduce  the  total  number  of  home 
Wage-earners  that  can  maintain  themselves  at  any  given  level 
of  wages. 

Truly  conducted  in  this  way  it  is  evident  that  commerce 
not  only  cannot  injure  any  class  of  the  community,  but  is 
essential  to  the  development  of  the  whole  body,  growing  as 
naturally  as  a  tree  grows,  and  resulting  from  constant  en- 
deavours on  the  part  of  Merchants  to  effect  sales  of  ever- 
multiplying  manufactures  in  the  best  markets  open  to  them. 

Necessarily,  therefore,  home  Wage-earners  as  a  class  cannot 
possibly  be  injured  or  deprived  of  employment  by  the  impor- 
tation of  foreign  manufactures,  but  on  the  contrary  must  be 
benefited,  since  the  goods  imported  will  naturally  differ  from 
those  exported,  being  obtained  in  exchange  for  them,  and 
satisfy  desires  on  the  part  of  home  Customers  for  articles 
which  are  not  produced  at  home.  Equally  impossible  is  it 
for  home  Agriculturists  to  be  injured  by  an  import  of  foreign 
food,  since  zvitli  a  justly-regulated  currency  no  import  of  foreign 
food  can  depress  home  food  prices  or  increase  the  pressure  of 
Jiome  rents,  but  only  raise  the  value  of  home  manufactures 
and  therefore  the  wages  of  home  Wealth-producers. 

Commerce,  as  thus  conducted,  is  therefore  a  pure  and  un- 
mixed blessing,  enabling  constantly  larger  numbers  of  people 
to  exist  peacefully  on  the  same  area  of  land,  drawing  closer 
the  bonds  of  amity  between  different  nations,  and  making 
occasions  of  war  increasingly  remote,  as  widely  separated 
peoples  find  the  peaceful  interchange  of  their  several  labour 
products  more  and  more  necessary  to  their  welfare  and  pro- 
gress, and  the  interruption  of  such  interchanges  more  and 
more  widely  disastrous. 

But  this  aspect  of  commerce,  and  the  fundamental  fact  that 
all  true  sales  by  Merchants  are  ultimately  made  for  food,  is 
rapidly  lost  sight  of  owing  to  the  medium  in  which  mercantile 
operations  come  eventually  and  necessarily  to  be  transacted. 
For  Merchants,  when  making  their  preliminary  purchases  from 
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Wage-earners,  have  not  yet  become  possessed  of  the  food 
which  ultimately  pays  for  them.  They  do  not,  therefore,  pay 
Wage-earners  actually  in  food  surpluses,  since  they  have  not 
yet  obtained  these  themselves,  but  in  such  tokens,  current  in 
the  local  markets,  as  are  convertible  into  them  ;  which  tokens 
in  civilised  countries  are  created  not  by  Merchants  but  by 
the  Government,  and  constitute  the  money  or  currency  of  that 
particular  State,  while  to  the  relation  between  these  tokens 
and  the  commodities  exchanged  against  them  is  given  the 
name  of  Price.  The  creation  and  issue  of  these  tokens  in 
numbers  sufficient  to  prevent  their  value  rising,  i.e.,  to  prevent 
the  price  of  food  from  falling,  constitutes,  as  we  have  already 
seen,  the  first  great  economic  duty  of  civilised  government,, 
and  will  subsequently  be  considered  :  while  the  introduction 
of  sufficient  food  surpluses  into  markets  to  prevent  the  value 
of  these  tokens  from  falling,  i.e.,  to  keep  the  price  of  food  from 
rising,  constitutes  the  primary  economic  function  of  Merchants, 
since,  as  the  price  of  food  rises,  the  demand  for  manufactures 
falls  off. 

But,  happily,  in  the  discharge  of  this,  their  primary 
economic  function,  Merchants  require  to  do  nothing  but  strive 
to  earn  the  largest  money  profits  they  can.  They  do  not  re- 
quire to  consider  the  needs  of  the  community  at  all,  whether, 
that  is,  an  import  of  manufactures  or  an  import  of  food  is 
economically  the  most  desirable,  since  this  question  is  auto- 
matically decided  for  them  by  the  relative  amount  of  money 
profit  to  be  derived  from  either  operation.  Should  the  supply 
of  food  fall  short,  its  price  will  rise,  and  this  rise  will  at  once 
make  it  more  profitable  to  Merchants  to  import  food  rather 
than  manufactures  ;  which  increased  import  of  food,  made 
solely  to  secure  a  larger  money  profit,  will  at  once  supply  the 
economic  needs  of  the  community.  Again,  as  the  price  of 
food  falls,  owing  to  increased  imports,  that  of  all  manufactures 
will  rise  ;  whereupon  the  mercantile  community  will  find  it 
more  profitable  to  reduce  its  imports  of  food  and  increase  its 
imports  of  manufactures,  or  of  the  raw  materials  which  com- 
pose them.      Thus  the  relative  money  profits  to  be  obtained 
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through  the  import,  either  of  Wealth  or  of  Capital,  supplies 
the  most  perfect  mechanical  regulator  of  the  trade  of  any 
country,  akvay  provided  that  tJie  value  of  mo?tey,  in  terms  of 
food,  is  maintained  by  the  State  at,  on  an  average,  one  unifot  m 
level. 

All  purchases  from  Wage-earners  then  being  made  by 
Merchants  with  money  that  represents,  or  is  a  token  of,  food, 
and  not  with  food  itself,  money  necessarily  becomes  the 
primary  factor  in  the  free  sale  of  manufactures,  and  the  ex- 
tent of  the  Merchant's  interest  in  and  command  over  it  the 
primary  factor  in  the  freedom  and  prosperity  of  trade. 


CHAPTER  IV 

MONEY — WHENCE    MERCHANTS   OBTAIN    IT 

As  in  a  civilised  State  Merchants  have  nothing  to  do  with 
the  creation  of  food-tokens  or  money,  and  yet  are  as  much 
dependent  for  Profit  upon  its  investment  in  Stock,  or  goods 
for  sale,  as  Manufacturers  are  for  Wages  upon  the  use  of 
machines,  and  Food-producers  for  Capital  upon  the  cultiva- 
tion of  land,  they  plainly  cannot  become  or  continue 
Merchants,  and  realise  Profits,  unless  they  either  themselves 
own  Deposits — i.e.,  accumulations  or  hoards  of  the  currency 
tokens  issued  by  the  Government,  or  borrow  them  from  those 
who  do. 

As  the  demand  for  Deposits  increases,  therefore,  owing  to 
larger  and  larger  sums  having  to  be  employed  in  "  turning 
over "  greater  quantities  of  Stock  in  order  to  secure  the 
same  amount  of  Profit,  so  have  increasing  numbers  of 
Merchants  to  borrow  it  in  some  form  or  other,  until, 
eventually,  in  the  most  highly-developed  civilisations,  few 
Merchants  are  able  to  carry  on  business  exclusively  upon 
their  own  monetary  resources,  but  all  are  forced  to  borrow 
deposits,  and  to  pay  a  Dividend  or  share  of  tJieir  Profits  to  those 
who  invest  their  money  with  them.  Thus,  Dividends  to  Investors, 
i.e.,  a  share  in  the  Profits  of  mercantile  operations,  paid  to 
those  whose  loans  enable  them  to  be  undertaken,  become  as 
certain  and  as  beneficial  an  accompaniment  of  civilised  com- 
merce as  Hire  does  of  civilised  manufacture  and  Rent  of 
civilised  agriculture. 

Just  as  much  then  as  the  "free  production  of  Capital" 
requires  that  every  facility  shall  be  afforded  for  the  free 
renting  of  land  by  cultivators,  and  the  "free  production  of 
Wealth"    that   every    facility   shall    be   afforded    for   the    Uce 
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hiring  of  machines  by  Wage-earners,  so  does  the  "  free  sale 
of  manufactures  "  require  that  every  facility  shall  be  affordtd 
for  the  free  borrowing  of  money  by  Merchants  ;  it  being 
always  a  paramount  duty  of  Government  to  ensure  that  what 
is  offered  to,  paid  for,  and  circulated  as  money  by  Merchants, 
and  which  consequently  determines  Prices  in  shops  and  mar- 
kets, and  the  pressure  of  Rents  upon  cultivators,  shall  be  the 
genuine  currency  tokens  issued  by  itself,  and  not  fictitious 
imitations  thereof  falsely  pretending  to  be  identical  with 
them. 

This  differentiation  of  Investors  from  Merchants  gives  birth 
to  commercial  finance,  and  appears  in  the  following  Table  : 

TABLE  VI. 

Finance — Its  Birth. 

Profit-Gainers. 


Merchants. 


Carriers. 


Investors. 


Merchants. 


Carriers. 


All  mercantile  operations  being  henceforth  conducted 
through  money,  and  all  commercial  profits  estimated  and 
expressed  in  it,  Value  ceases  to  be  considered,  and  Price 
takes  its  place  in  thought,  in  word,  and  in  deed.  But  the 
substitution  of  a  convenient  but  wholly  artificial  relation 
for  an  inconvenient  but  altogether  natural  one  does  not 
affect  the  fundamental  relations  of  social  classes,  or  exercise 
anything  but  a  beneficial  and  quickening  effect  upon  social 
intercourse,  provided  aliuays  that  the  relation  of  food  to 
money  remains  a  statiotiary  one ;  that,  in  other  words,  food- 
prices  continue  stable.  For  while  such  stability  exists,  Value 
and  Price  express,  for  all  practical  purposes,  identical  rela- 
tionships, and  contracts  expressed  in  money  represent  the 
produce  engagements  actually  undertaken.  But  so  soon  as 
this  ceases  to  be  the  case,  and  wide  fluctuations  take  place 
in  the  value  of  money,  then  the  whole  fabric  of  civilisation, 
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which  comes  ultimately  to  rest  upon  the  fulfilment  of  money 
contracts,  is  shaken  to  its  base,  and  the  enforcement  of  falsi- 
fied obligations  ensures  the  advent  of  genuine  disaster.  So 
that  large  and  repeated  alterations  in  the  Value  of  money,  i.e., 
in  the  Price  of  food,  must  always  constitute  one  of  the  greatest 
hindrances  to  the  free  sale  of  manufactures,  and  need,  therefore, 
to  be  carefully  guarded  against  by  the  only  power  capable  of 
preventing  them,  viz.,  the  authority  that  regulates  the  issue 
of  money.  Thus,  prosperity  for  Merchants,  no  less  than  for 
Wage-earners  and  Rent-payers,  comes  ultimately  to  depend 
upon  the  faithful  discharge  by  Government  of  its  first  great 
economic  duty — the  just  regulation  of  its  currency. 

While  henceforth,  then,  in  dealing  with  commerce  and  its 
multitudinous  operations  and  agents  we  necessarily  lose  sight 
of  Value  and  concern  ourselves  only  with  Prices,  the  essential 
but  always  purely  local  connection  between  these  two  im- 
portant relations  must  never  be  lost  sight  of.  While  this 
relation  can  be  maintained  inviolate  only  so  long  as  the 
currency  or  money-tokens  of  any  particular  country  con- 
tinue, in  that  country,  to  represent,  on  an  average,  the  same 
quantities  of  Capital  or  surplus  food  ;  only  so  long,  that  is,  as 
local  food-prices  are  maintained  at  one  uniform  level.  For 
should  this  cease  to  be  the  case,  and  the  representative 
character  of  market  or  money-tokens  be  lost,  through  their 
being  invested  in  reality,  or  merely  in  seeming,  with  an 
independent  and  substantive  value,  then  there  no  longer 
exists  any  visible  link  between  the  fundamentally  inter- 
dependent operations  of  agriculture,  of  manufacture,  and  of 
trade  ;  and  men  argue  and  legislate  as  if  each  had  no  longer 
an  inseparable  connection  with,  and  dependence  upon,  the 
other,  as  if  the  welfare  of  one  member  of  the  social  body 
could  be  promoted  at  the  expense  or  independently  of  the 
others,  and  the  price  of  such  ignorance  and  foil)-  not  to  be 
paid  for  in  increasing  poverty,  discontent,  and  disaster. 

As  thus  affected  by  the  development 'of  Rent,  Hire,  and 
Dividends,  the  inseparable  adjuncts  in  some  form  of  every 
advanced  civilisation,  our  sociological  tree  will  now  have 
assumed  the  following  form  : — 
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This  stage  of  social  development  reached,  it  is  necessary  to 
insist  upon  the  inevitableness  of  each  step  in  it.  That  the 
lines  laid  down  are  not  one  of  many  alternatives,  but  the  only 
ones  compatible  with  personal  freedom.  That  in  a  fully 
settled  country,  for  those  who  do  not  themselves  own  land  or 
the  wherewithal  to  purchase  it,  there  is  no  way  of  freely  pro- 
ducing Capital  save  through  the  payment  of  Rent.  That  for 
those  who  do  not  own  machinery  or  the  wherewithal  to 
purchase  it,  there  is  no  way  of  freely  earning  Wages  save 
through  the  payment  of  Hire.  That  for  those  who  do  not 
own  stock  or  the  wherewithal  to  purchase  it,  there  is  no  way 
of  freely  gaining  Profits  save  through  the  payment  of 
Dividends. 


CHAPTER  V 

DIVIDENDS    AND    USURY 

A  FEW  words  are  necessary  to  make  clear  the  place  occupied 
in,  and  the  importance  to  commerce  of  that  inevitable  sub- 
division of  the  mercantile  class — Investors.  For  so  much 
obloquy  and  moral  censure  has  always  and  justly  attached  to 
Usurers  and  Usury,  that  it  is  very  needful  to  distinguish 
Investors  and  Dividends  from  them,  in  order  to  justify  a 
social  development  which  is  not  only  unpreventable,  but  is 
just  as  essential  to  the  peaceful  progress  of  civilised  society  as 
is  that  of  Food-producers  and  Rent,  and  Manufacturers  and 
Hire. 

The  specific  attribute  of  Usury,  and  that  which  hopelessly 
condemns  it  from  a  moral  point  of  view,  is  the  avoidance  of 
risk,  through  the  acquisition  of  a  Pledge  as  security  for  the 
loan  made.  Thus  the  usurer  throws  upon  the  borrower  the 
whole  burthen  of  both  work  and  risk,  the  most  accurate 
description  of  his  method  of  business  being  that  of  our  Lord  : 
"  They  bind  heavy  burthens  and  grievous  to  be  borne,  and 
lay  them  on  men's  shoulders  :  but  they  themselves  will  not 
move  them  with  one  of  their  finders."  In  his  natural  form 
before  the  State  interferes  on  his  behalf,  the  Usurer  is  ahvays 
and  of  necessity  a  Patvnbroker.  But  the  inconvenience  of 
keeping  pledges  is  so  great,  and  so  much  greater  that  of 
selling  them  when  unredeemed,  that  the  constant  desire  of 
the  Usurer  is  to  force  the  borrower  to  both  keep  his  pledges 
and  sell  them  too.  This,  however,  he  can  never  do  without 
the  assistance  of  the  State.  His  whole  desire,  consequently, 
is  to  induce  the  State  to  hold  the  property  of  the  debtor  as  a 
pledge  for  repayment  of  the  loan.     For  once  he  succeeds  in 

doing  this  it  is  only  a  question  of  time  as  to  when  he  becomes 
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supreme  in  the  community  and  all  others  his  debtors  and 
slaves. 

Necessarily,  therefore,  the  supremacy  of  the  Usurer  is  fatal 
to  every  State  that  submits  itself  to  it,  for  himself  running 
either  no  risk  at  all,  or  no  proportionate  risk,  where  all  others 
are  continuously  subject  to  it,  he  eventually,  through  the  mere 
lapse  of  time,  becomes  lord  over  his  fellow-men,  his  gains 
being  secured  to  him  before  others  are  provided  with  even 
the  bare  necessities  of  life.  Thus  Usury  eats  like  a  cancer 
into  the  body  social,  sapping  its  vital  energy  and  poisoning 
the  springs  of  national  life  at  their  very  source.  Continued 
prosperity  is  impossible  wherever  Usury  is  supreme. 

But  this  extension  of  usury  is  nothing  but  a  consequence 
of  the  prostitution  of  the  powers  of  the  State  to  the  services 
of  the  Usurer.  It  results,  that  is,  from  a  violation  of  its  duty 
by  the  Government,  and  not  from  any  power  for  evil  inherent 
in  pawnbroking  itself,  for  in  this,  its  only  natural  form,  Usury 
can  never  expand  into  a  social  danger. 

Now,  while  avoidance  of  risk  is  the  specific  attribute  of 
Usury  and  Usurers,  acceptance  of  risk  is  the  specific  attribute  of 
Dividends  and  Investors,  the  only  security  naturally  attaching 
to  investments  coming  from  the  character  of  the  borrower  and 
the  nature  of  his  enterprise.  For  Dividends  are  the  last  pay- 
ments which  Merchants  can  make.  They  must  satisfy  all 
demands  upon  them  and  maintain  their  agents  and  them- 
selves before  they  can  pay  over  anything  to  Investors.  These 
latter,  therefore,  though  doing  none  of  the  work  necessary  for 
the  acquisition  of  Profit,  provide  the  means  wherewith  others 
are  paid  for  doing  it,  and  themselves  run  the  risk  of  not 
receiving  any  payment  at  all.  The  Investor's  share,  therefore, 
in  the  profits  of  trade,  is  a  just  return  for  the  risks  he  under- 
takes and  the  assistance  he  renders.  While  Usurers,  then, 
profit  by  the  misfortunes  of  their  felloiv-mcn,  Investors  contribute 
to  and  share  only  in  their  gains.  Economically  and  morally 
therefore,  Investors  and  Dividends  have  nothing  in  common 
with  Usurers  and  Usury.  But  it  need  hardly  be  laid  that  the 
ceaseless  desire  of  Investors  is  to  acquire  security  for  their 
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investments,  and  so  throw  upon  Merchants  all  the  risks  of 
trade.  Equally,  however,  as  with  Usurers,  such  security  is  un- 
attainable without  assistance  from  the  State.  All  the  efforts 
of  Investors,  therefore,  are  directed  to  inducing  the  State  to 
hold  the  property  of  Merchants  as  security  for  the  return  of 
investments. 

But  when  they  succeed  in  this,  Investors,  it  can  be  seen, 
become  identical  with  Usurers,  since  the  specific  attribute  of 
Investment,  the  acceptance  of  risk,  will  have  been  replaced  by 
the  specific  attribute  of  Usury,  the  avoidance  of  risk.     It  is 
nothing,  then,  but  the  injurious  and  one-sided  interference  of 
the  State  with  the  affairs  of  private  individuals,  which  do  not 
concern  it  at  all,  that  degrades  Investors  and  Dividends  to  the 
level  of  Usurers  and  Usury,  and  in  so  doing  completely  pre- 
vents the  former,  as  we  shall  eventually  see,  from  contributing 
as  they   otherwise  would  to  the   progress  and  prosperity  of 
Merchants  and  Wage-earners.     With  this  violation  of  its  duty 
by  the  Government,  however,  we  cannot  deal  until  reaching 
the  fourth  division  of  our  subject,  all  we  are  concerned  with 
at  present  being  to  point  out  that,  economically  and  naturally, 
Investors  and  Dividends  have  nothing  in  common  with  Usurers 
and  Usury,  and  consequenty  that  no  moral  stigma  can  attach 
to  a  necessary  sub-division  of  the  commercial  body,  and  an 
inevitable  class  of  commercial  payments,  which,  as  civilisation 
develops,  become  more  and  more  essential  to  the  "  free  sale 
of  manufactures."     For,  as  our  inquiry  proceeds,  it  will  appear 
that  the  investment  of  increasing  sums  of  money  in  stock  is 
essential  to  the   acquisition   of  any  given  amount   of  profit, 
which  money  M erdiants  can  rigJitly  obtain  from  none  but  the 
possessors  of  accumulated   savings,    hoards,   or  Deposits,  and 
ivliich  hoards  or  Deposits  can    rigJitly  consist  of  nothing  but 
currency  tokens  created  and  issued  by  the  State. 

As  Investors  become  more  numerous,  and  their  competition 
for  Dividends  increases,  the  rate  of  these  latter  continuously 
falls  ;  so  that  in  every  civilised  community,  where  peace  and 
security  prevail,  money  is  always  tending  to  become  cheaper. 
But  ceaseless  endeavours  will  always  be  made  to  counteract 
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this  tendency,  which  endeavours  will  compel  Investors  to 
accept  constantly  increasing  risks,  and  so  enable  Merchants 
to  push  a  constantly  extending  trade. 


Money- Brokers. 

With  the  growth  in  any  community  of  those  who  own 
hoards  or  Deposits  of  money,  and  desire  to  invest  them,  it 
becomes  increasingly  difficult  for  them  to  ascertain  the 
commercial  trustworthiness  of  the  multiplying  Merchants  who 
seek  to  borrow.  Inevitably,  therefore,  there  is  differentiated 
from  Investors  the  class  of  Money-brokers  who  act  as  inter- 
mediaries between  them  and  Merchants,  and  make  it  their 
special  business  to  ascertain  the  mercantile  character  of  the 
latter,  and  obtain  Dividends  for  Investors,  either  through  the 
direct  loan  of  money  to  Merchants,  or  the  discount  of  their 
trade  acceptances.  Frequently  these  intermediaries  or 
Money-brokers  find  it  to  their  advantage  to  guarantee  a 
certain  but  smaller  return  to  Investors  while  themselves 
taking  the  risk  of  obtaining  an  uncertain  but  larger  return 
from  Merchants.  But  in  doing  this  they  none  the  less  remain 
the  agents  of  Investors,  obtaining  from  them  all  the  money 
they  invest,  and  being  paid  by  them,  no  matter  under  what 
name,  a  commission  on  the  sums  invested.  This  dual 
division  of  labour  amongst  Profit-gainers,  which  is  illustrated 
in  the  accompanying  diagram,  is  as  inevitable  as  it  is  definite. 
The  Merchant  who  invests  any  other  than  his  own  or  his 
friends'  money  in  the  purchase  of  stock  must  obtain  it  from 
Money-brokers  ;  while  the  Money-broker,  who  has  no  money 
of  his  own  to  lend,  can  advance  nothing  that  he  has  not  pre- 
viously received  from  Investors.  The  Money-broker,  there- 
fore, is  absolutely  dependent  upon  the  Investor  for  the 
Deposits  he  advances  to  Merchants;  while  the  Investor,  or 
his  predecessor  in  title,  must  first  have  withdrawn  this  iiuhua 
from  circulation  and  accumulated  it  as  a  Deposit  before  he 
can  entrust  it  to  the  broker. 
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TABLE    VIII. 
Profit-Gainers. 


Investors. 


Investors. 


Money-Brokers. 


Merchants. 


Merchants. 


It  is  so  essential  to  an  understanding  of  the  part  which 
money  plays  in  a  civilised  society,  and  of  a  knowledge  of  the 
main  channels  through  which  it  passes  into  and  out  of  circu- 
lation, to  bear  in  mind  the  respective  functions  and  relations 
of  the  Merchant,  the  Money-broker,  and  the  Investor,  that 
the  reality,  the  permanence,  and  the  necessity  of  these  re- 
lations cannot  be  too  strongly  insisted  upon,  or  too  frequently 
set  forth.  For  we  shall  subsequently  see  how  the  financial 
crises  of  modern  commerce,  and  the  recurring  disasters 
inseparable  from  them,  spring  entirely  from  an  attempted 
disregard  of  this  dependence  by  money-brokers  upon  Investors, 
through  the  ultimately  always  futile  efforts  they  make  to  act 
as  monetary  principals,  instead  of  what  they  are  and  always 
must  remain,  agents  merely,  for  the  investment  of  Deposits 
which  belong  to  others  and  not  to  themselves. 


CHAPTER  VI 

FOREIGN  TRADE — EXCHANGE  AGENTS — EXCHANGES  BY 

BARTER 

Having  purchased  manufactures  or  "  stock "  from  home 
wage-earners  with  deposits  either  owned  by  themselves  or 
borrowed  from  investors,  the  next  step  on  the  part  of 
merchants  is  to  consign  this  stock  to  agents  or  correspondents 
abroad,  either  for  exchange  against  foreign  manufactures  or 
raw  material,  or  for  sale  for  foreign  food,  as  freights  to,  and 
prices  in,  home  markets  may  determine.  For  mercantile 
profits  are  realisable  only  in  home  currency  tokens  a?td  not  in 
foreign  ones  ;  no  operation  of  export,  therefore,  can  ever  yield 
true  profit  until  followed  and  completed  by  one  of  import. 
This  is  a  fundamental  axiom  of  international  trade  which 
remains  true  under  all  circumstances,  while  upon  the  extent 
to  which  it  is  given  effect  in  practice  all  real  prosperity  in 
manufacture  and  trade  depends. 

The  economic  function  of  the  exchange  agent  is  thus  one 
of  the  highest  importance  and  responsibility,  since  it  entirely 
depends  upon  the  success  of  his  operations  whether,  and  to 
what  extent,  the  home  merchant  realises  profit.  To  make 
this  clear  we  will  first  consider  the  functions  of  the  exchange 
agent  as  discharged  in  a  country  where  there  is  practically  no 
money  in  use,  but  commodities  have  to  be  accepted  in  return 
for  commodities.  For  the  principles  upon  which  success  in 
trading  must  always  rest  are  most  apparent  under  these  con- 
ditions, whereas,  later  on.  though  still  remaining  just  as  true 
as  before,  they  are  greatly  obscured  by  the  specialising 
developments  of  advanced  civilisation. 

The  special  functions  of  the  foreign  exchange  agent  is  to 

place  his  principal,  the  home  merchant,  in  a  position  to  realise 
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profit  at  home  in  home  money.  To  enable  him  to  do  this  he 
must  keep  himself  accurately  informed  as  to  (i)  the  cost  and 
freight  in  home  money  of  the  stock  consigned  to  him  ;  (2)  the 
freight  and  selling  price  in  Jwme  money  of  each  class  of  the 
local  commodities  obtainable  in  exchange  for  this  stock. 
Possessed  of  which  information  he  can  decide  (1)  what  are 
the  classes  of  local  commodities  it  is  most  profitable  to  try 
and  obtain  in  exchange  for  his  stock  ;  (2)  what  are  the 
minimum  quantities  of  each  commodity  he  can  afford  to 
accept  at  the  port  of  shipment  for  each  article  of  his  stock — 
his  object,  of  course,  being  to  secure  as  large  quantities  as 
possible  in  excess  of  this  minimum. 

Armed  with  this  information,  which  is  the  basis  of  all  his 
operations,  the  exchange  agent  can  now  determine  the 
minimum  quantities  of  each  local  commodity  which  he  or 
his  sub-agents  can  accept  in  the  various  markets  within  his 
sphere  of  operations — such  quantities  increasing  sufficiently, 
as  the  distance  of  the  market  from  the  port  of  shipment 
increases,  to  cover  all  expenses  of  collection  and  of  transport 
to  the  port.  This  information  tabulated,  it  thereafter  depends 
entirely  upon  the  honesty,  the  energy,  the  enterprise,  the 
business  capacity,  the  local  knowledge,  and  the  organising 
power  of  the  exchange  agent  what  use  he  makes  of  it,  since 
all  these  faculties,  and  in  full  measure,  are  required  for  the 
highest  success ;  while  the  absence  of  any  one  of  them,  or  its 
presence  in  but  a  limited  degree,  will  tell  speedily  and  detri- 
mentally upon  the  profits  of  the  home  merchant.  Necessarily, 
then,  the  success  of  every  country's  foreign  trade  depends 
upon  its  merchants  sending  out  suitable  men  of  the  highest 
honesty  and  capacity  to  act  as  their  exchange  agents  abroad. 
For  being  an  integral  and  essential  part  of  the  home  com- 
mercial system,  complete  success  requires  them  to  be  men  of 
the  same  race,  animated  by  the  same  ideas,  and  patriotically 
resolved  to  maintain  or  extend  the  influence  of  and  respect 
for  their  country  abroad  ;  which  mental  and  moral  essentials 
precludes  any  general  employment  of  or  dependence  upon 
foreigners  in  this  capacity,  since  sooner  or  later  the  natural 
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promotion  by  these  of  their  own  country's  interests,  and  their 
different  standards  of  personal  conduct  and  commercial 
honour,  will  tell  against  the  freest  and  fullest  extension  of 
home  commercial  enterprise. 

As  thus  regarded  and  treated,  the  field  of  foreign  commerce 
offers  the  noblest  and  most  attractive  opening  for  the  cream 
of  every  country's  youth.     For  each  exchange  agent  becomes 
a  monarch  in  his  own  sphere,  which  sphere  would  commonly 
be   a   shipping   port   having   direct  communication    with   the 
mother  country,  together  with  the  whole  of  the  "  hinterland  " 
supplied  with  his  firm's  goods  from  that  port.     Each  of  such 
ports,  as  soon  as  its  trade  warranted,  would  commonly  be  in 
charge  of  a  separate  exchange  agent  representing  his  home 
firm,  thus  setting  up  a  friendly  and  stimulating  competition 
between  the  several  agents  of  the  one  firm  as  to  whose  district 
could    show   the    largest    yearly    increase    in    the    volume   of 
business    done.      Trusted    as    each    exchange    agent    would 
have  to  be  by  the  home  firm,  the  promotion  of  their  interests 
would  be  furthered  by  everything  each  agent  did  to  stimulate 
industry   and    encourage    honesty   in    the   district    under   his 
charge.      While    keen    in    the    detection    of    new    openings, 
careful  in  the  selection  and  training  of  local  agents,  liberal 
in    the    encouragement    of   native    industries,    and    solicitous 
above  all,  as   most   conducive   to   the   extension  of  his   own 
business,  in  the  securing  to  each  man  the  full  benefit  of  his 
own  efforts,  lie  would   become  a  powerful  local  influence  on 
the  side  of  good  government  and  the  punishment  of  wrong- 
doers.    As  the  area  of  his  operations  extended,  each  exchange 
agent  would   require  the  assistance  of  an   increasing  staff  of 
trustworthy  subordinates,  the  more  responsible  of  whom  he 
would  be  compelled  to  recruit   from  amongst  his  own  coun- 
trymen, the  primary  essentials  of  character  and  conduct  being 
rarely  developed  sufficiently  amongst  his  native  agents.    These 
multiplying    positions   of   trust    would    provide    lucrative    and 
attractive    employment    for    increasing    numbers    of    British 
youths,  who,  trained  under  the  agent's  eye,  imbued  with  his 
ideas,  and   keen   to  justify  the  trust    reposed   in   them,  would 
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become  commercial  missionaries  of  the  greatest  influence  in 
spreading  the  higher  civilisation  of  their  country,  and  setting 
up,  as  worthy  of  imitation,  its  superior  standards  of  conduct. 

Such  is  the  ground  plan  of  all  progressively  successful 
trading  on  the  part  of  a  more  advanced  country  with  one  that 
is  still  in  a  barbarous  or  semi-barbarous  state.  Its  whole 
fabric  rests  upon  the  exchange  of  home  stock  for  such 
quantities  of  local  commodities  as  will  realise,  when  sold  at 
home,  more  home  money  units  than  the  stock  itself  cost.  But 
the  exchange  agent  has  himself  nothing  to  do  with  home 
money  or  with  home  prices,  further  than  to  use  the  latter  as 
a  local  standard  for  comparing  quantities.  Nor  is  his  re- 
muneration or  that  of  any  of  his  assistants  payable  in  home 
money,  upon  the  sums  of  which  realised  by  the  home  mer- 
chant he  makes  no  charge  whatever.  For  the  exchange  agent 
and  his  whole  staff,  unless,  perhaps,  when  first  established, 
must  be  wholly  self-supporting  if  he  is  to  adequately  discharge 
his  special  economic  functions.  He  must,  therefore,  maintain 
himself  and  them  out  of  the  local  returns  received  for  his 
stock  before  he  can  ship  any  balance  as  "exchanges"  to  his 
principal.  Such  balance,  consequently,  is  what  constitutes 
the  "  imports  "  received  at  home  by  the  home  merchant  as 
exchanges  for  the  "exports"  shipped  by  him  to  his  foreign 


agent. 


Thus  the  successful  discharge  of  his  functions  by  the 
exchange  agent  consists  in  his  shipping  to  his  principal,  in 
return  for  the  stock  consigned  to  him,  and  after  supporting 
himself  and  his  staff,  the  largest  possible  quantities  of  such 
local  commodity  or  commodities  as  command  the  highest 
price  at  home.  While  the  successful  discharge  of  his  func- 
tions by  the  home  merchant  consists  (i)  In  his  purchasing 
the  largest  possible  quantities  of  such  special  exports  as  his 
agent  requires  with  whatever  sum  of  deposits  he  decides  to 
invest ;  (2)  in  his  selling  at  the  highest  possible  price  whatever 
imports  his  agent  sends  him  in  return  for  his  exports.  Thus, 
in  respect  to  his  exchange  agent  the  home  merchant's  sole 
concern  is  to  ship  to  him  the   largest  possible  quantities  of 
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the  manufactures  most  in  demand  abroad  that  any  given  sum 
of  deposits  can  buy,  and  to  obtain  from  him  in  return  for 
such  shipments  the  largest  possible  quantities  of  whatever 
foreign  imports  sell  highest  at  home  ;  while  in  respect  to  his 
principal  the  exchange  agent's  sole  concern  is  to  ship  to  him, 
in  return  for  his  consignments,  the  largest  possible  quantities 
of  whatever  local  commodities  sell  best  at  home.  And  these 
relations  and  these  objects  remain  the  same  so  long  as  trade 
continues  in  a  natural  and  healthy  condition,  no  matter  what 
developments  of  the  personnel  may  take  place  on  the  side  of 
the  home  merchant  in  the  one  case,  or  of  the  exchange  agent 
in  the  other,  or  what  new  instruments  are  employed  as  a 
necessary  accompaniment  of  those  developments. 

With  trade  exchanges  conducted  on  these  principles,  two 
important  facts  require  to  be  taken  note  of  as  to  money  profits  : 
(1)  That  the  amounts  realised  by  the  merchant  are  completely 
independent  of  foreign  money  and  foreign  prices,  which,  indeed, 
under  the  conditions  assumed  above,  have  no  existence  as 
yet,  but  completely  dependent  on  home  money  and  home  prices, 
being  actually  composed  of  the  former,  and  determined  as  to 
volume  by  the  latter ;  (2)  That  the  time  taken  to  realise 
these  profits  wholly  depends  upon  what  is  spent  by  the  agent 
in  completing  his  exchanges,  and  by  the  vessels  in  completing 
their  passages,  no  profits  being  realisable  on  the  original 
exports  until  the  final  sale  of  the  returning  imports.  But 
how  long  this  time  will  be  the  home  merchant  can  never  say 
for  certain,  since  all  operations  take  place  far  removed  from 
himself,  and  wholly  beyond  his  knowledge  and  control.  He 
can  never  continuously  bind  himself  therefore  to  repay  deposits 
invested  in  his  exports  within  fixed  periods,  as,  should  he  do  so, 
he  is  sooner  or  later  certain  to  fail.  Whence  we  arrive  at  thi 
ntial  condition  for  free  and  successful  trade,  that  the 
merchants  conducting  it  shall  never,  as  a  class,  be  bound  to 
repay  the  deposits  they  invest  in  exports  within  fixed  period* 
a  I  time. 


CHAPTER  VII 

FOREIGN  TRADE— EXCHANGE  AGENTS— EXCHANGES  BY 
SALE  AND  PURCHASE 

The  next  development  occurs  through  the  use  of  money 
abroad,  the  adoption  of  which  tends  to  immensely  facilitate 
and  increase  the  volume  of  business  done  by  the  exchange 
agent.  For  to  whatever  extent  money  comes  into  use,  ex- 
changes cease  to  be  completed  by  acts  of  barter.  Instead, 
the  agent  now  sells  his  home  stock  for  local  money  units,  and 
with  these  units,  reduced  by  whatever  number  he  deducts  for 
the  support  of  himself  and  his  staff,  he  purchases  local  com- 
modities for  shipment.  He  thus  effects,  through  two  opera- 
tions, what  before  he  completed  in  one  ;  but  each  is  effected 
with  so  much  ease  and  rapidity  that  he  can  now  complete, 
through  money,  twice  the  number  of  exchanges  he  before 
completed  through  barter.  But  what  the  number  or  name  of 
these  foreign  money  units  is  does  not  concern  the  home 
merchant,  he  still  being  interested  in  nothing  but  obtaining 
the  largest  possible  quantities  of  foreign  manufactures,  raw 
materials,  or  food,  in  return  for  his  exports,  and  selling  these 
quantities  at  the  highest  possible  price  in  home  money-tokens. 
For  it  is  always  the  numerical  excess  in  home  money-tokens 
received  for  such  imports  from  home  customers,  over  what  he 
has  paid  for  his  exports  as  cost  to  home  wage-earners  and 
as  freight  to  carriers, that  constitutes  the  profit  upon  which  him- 
self and  all  his  home  agents  subsist,  and  the  acquisition  of 
which  alone  enables  him  to  go  on  trading  ;  while  it  is  the 
amount  of  profits  realised  on  imports  that  induces  him  to 
either  increase  or  reduce  his  next  purchases  for  export,  and 
so  regulates  the  entire  volume  of  foreign  trade.  The  follow- 
ing Table  will  make  these  two  points  clearer : — 
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TABLE  IX. 


Exports. 

IlIFORTS. 

Rate 
per 

cent. 

Net  Sell- 

Xature and 

Quantities  of 

Exports. 

Cost  and 
Freight  in 
England. 

Net  Selling 

Price  in 

India. 

Nature  and 

Quantities  of 

Imports. 

ing  Price 

in 
England 

(less 
freight). 

Profit. 

on 
Cost 

and 
Freight 

Steel  Rails. 

Raw  Cotton. 

A 

Tons  200 

,£lOOO 

R.12,570 

Cwts.  600 

,£l200 

^200 

20% 

B 

„     200 

IOOO 

17,518 

„       600 

I200 

200 

20% 

C 

„     200 

IOOO 

27,586 

„       600 

1 200 

200 

20% 

Let  the  consignment  A  (200  tons  steel  rails),  the  cost  and 
freight  of  which  is  ,£1000,  net  Si 2,570  in  Bombay  (which 
number  of  rupees  is  taken  merely  to  simplify  subsequent 
exchange  explanations).  These  &  12, 5  70  the  merchant  cannot 
bring  home  as  money,  rupees  having  no  currency  in  England. 
He  must  purchase  Indian  produce  with  them,  in  this  case  say 
600  cwts.  of  raw  cotton,  which  nets  in  London,  less  homeward 
freight,  say  ;£i200,  leaving  a  profit  on  the  cost  and  freight  of 
exports  of  ,£200  or  20%.  Now  this  profit,  which  we  will 
suppose  it  takes  him  four  months  to  obtain,  the  merchant 
cannot  realise  at  home,  in  any  other  way  than  by  an  import 
and  sale  of  Indian  products  ;  while  such  products  he  cannot 
obtain  in  India  in  any  other  way  than  by  an  export  and  sale 
<>f  English  products.  Whence  no  merchant  can  obtain  imports 
for  sale  at  home  except  througJi  a  prior  sale  of  exports  abroad  ; 
nor  realise  profit  on  exports  sold  abroad  except  through  a  subse- 
quent sale  of  imports  at  home. 

The  merchant's  second  consignment  B,  of  the  same  nature, 
quantity,  and  home  cost  as  before,  nets,  however,  in  Bombay 
IJ.17.51H,  or  32%  more  than  A,  owing  to  inflation  of  the  Indian 
currency  and  consequent  general  rise  in  Indian  prices.  This 
larger  number  of  rupees  only  procures,  however,  tin-  same 
quantity  of  cotton,  which  nets  in    London   the   same  sum   in 
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the  same  time,  and  leaves  the  merchant  the  same  profit  as 
before. 

The  third  consignment  C,  unchanged  in  all  respects  as 
regards  London,  nets  in  Bombay  the  still  larger  sum  of 
627,586,  or  over  100%  more  than  A,  owing  to  further  currency 
inflation  there,  but  procures  only  the  same  quantity  of  cotton, 
which  again,  netting  the  same  price  in  London  and  in  the 
same  time,  returns  to  the  merchant  the  same  profit  of  ^200, 
or  201/. 

/o 

Now,  during  the  course  of  these  three  transactions,  taking 
in  all  a  year  to  complete,  prices  generally  in  Bombay  are 
supposed  to  have  more  than  doubled,  owing  to  inflation  of 
the  Indian  currency,  while  prices  generally  in  England 
have  remained  stationary.  But  the  rise  in  Indian  prices, 
because  it  is  general,  does  not  affect  the  quantities  of  Indian 
imports  obtained  as  returns  for  British  exports,  so  long  as  the 
operations  of  selling  British  manufactures  and  buying  Indian 
cotton  in  Bombay  are  practically  contemporaneous.  Whence, 
since  it  is  the  quantities  of  imports  obtained  in  return  for  ex- 
ports that  determine  profits,  no  general  movements  in  foreign 
prices,  whether  of  inflation  or  contraction,  should  affect  the  profits 
of  home  merchants. 

In  the  above  examples,  to  simplify  our  explanation,  we 
have  supposed  the  profits  realised  on  imports  to  remain 
stationary,  and  the  merchant's  subsequent  exports  to  have 
remained  stationary  with  them.  But  these  profits  would 
probably  in  practice  have  either  risen  or  fallen,  owing  to 
fluctations  in  home  demands,  causing  the  merchant  to  either 
increase  or  reduce  his  exports,  for  it  is  the  rate  of  profit 
realised  by  merchants  on  imports  that  regulates  their  subse- 
quent and  fresh  purchases  for  export. 

But  movements  in  home  profits  do  not  result  solely  from 
fluctuations  in  home  demands  or  in  foreign  supplies  ;  they  may 
be  due  to  expansions  or  contractions  in  the  home  currency. 
Having  in  the  above  examples  supposed  the  volume  of  the 
British  currency  to  have  remained  unchanged,  while  that  of 
the  Indian  has  gradually  doubled,  and  seen  that  such  foreign 
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inflation  has  not  affected  the  profits  of  home  merchants, 
always  supposing  foreign  safes  and  purchases  to  be  contem- 
poraneous, we  will  now  suppose  the  volume  of  the  Indian 
currency  to  remain  unchanged,  while  that  of  the  British 
currency  is  gradually  halved,  and  note  how  such  contraction 
affects  the  profits  of  British  merchants. 


TABLE  X. 


Exports. 

Imports. 

Rate 
per 
cent. 

Net  Sell- 

Nature  and 

Quantities  of 

Exports. 

Cost  and 
Freight  in 
England. 

Net  Selling 

Price   in 

India. 

Nature  and 

Quantities  of 

Imports. 

ins  Price 

in 
England 

(less 
freight). 

Profit 

or 
Loss. 

on 

Cost 

and 

Freight 

Steel  Rails. 

Raw  Cotton. 

D 

Tons  200 

£l,000 

1112,570 

Cvvts.  600    ,£1,050 

+  .£5° 

+  5% 

E 

„     200 

875 

12,570 

„       600         788 

-      87 

-10% 

F 

„     200 

578 

12.570 

,,       600         521 

57 

-10% 

We  will  suppose  the  consignment  D  of  200  tons  steel  rails, 
of  which  the  cost  and  freight  is  .£1,000,  to  have  realised  as 
before,  R  12,570  in  Bombay,  and  to  have  procured  there  600 
cwts.  of  cotton,  which  cotton,  however,  owing  to  contraction 
n  the  British  currency  between  the  dates  of  purchasing 
exports  and  selling  imports  (four  months),  only  nets  .£1.050 
in  London  instead  of  £1,200,  thus  leaving  a  profit  of  only  £50, 
or  of  but  $°/o  in  place  of  20%.  The  consignment  E  of  200 
tons  rails,  owing  to  all  prices  falling  in  the  same  ratio,  only 
costs  £875  instead  of  £1000,  but  nets  in  Bombay  £12,570  as 
before,  prices  there  being  stationary,  which  purchases  600 
cwts.  of  cotton.  But  this  cotton,  when  sold  in  London,  only 
nets  .{  788,  for  the  British  currency  is  still  contracting,  and  so 
leaves  a  loss  to  the  merchant  of  £87.  Still  hoping  th.it  pri 
will  improve,  In-  pi  10  hascs  a  third  consignment,  F,  of  .mo  tons 
rails,   which,   costing  only  £578,  realises    again    £12,570   in 
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Bombay,  and  obtain  600  cwts.  of  cotton.  The  600  cwts.  of 
cotton,  however,  owing  to  continued  currency  contraction, 
only  nets  £521  in  London,  and  so  leaves  a  further  loss 
of  £$7- 

Now  the  important  principle  illustrated  by  this  Table  is 
that  every  artificial  contraction  in  the  home  currency  causes 
an  artificial  loss  of  profit  to  home  merchants,  due,  not  to 
variations  in  the  demand  for,  or  in  the  supply  of  commodities, 
but  to  the  fall  of  all  prices,  at  the  time  imports  are  sold, 
below  the  level  they  were  at  when  the  exports  procuring 
them  were  bought.  Nor  can  the  effect  of  this  fall  by  any 
possibility  be  avoided,  seeing  that  the  distinct  operations  of 
purchasing  exports  and  selling  imports  at  home  cannot  be 
made  contemporaneous,  as  can  be  those  of  selling  exports 
and  purchasing  imports  abroad,  but  must  be  separated  by 
whatever  interval  of  time  is  required  to  effect  the  actual 
export,  exchange,  and  import  of  the  commodities  in  question. 
Whence  it  is  evident  that  profits  upon  foreign  trade,  i.e.,  the 
prosperity  of  merchants,  equally  with  that  of  wage-earners 
and  food-producers,  depend  upon  the  maintenance  of  stability 
in  home  prices — that  is,  in  the  food  value  of  the  national 
currency  tokens. 

For  it  is  easy  to  see  that  successive  losses  due  to  the  above 
cause  must  make  it  impossible  for  an  increasing  number  of 
merchants  to  go  trading — that  is,  to  go  on  buying  manufac- 
tures for  exports.  For  the  fall  in  prices  being  general  and 
progressive,  no  variation  in  either  exports  or  imports  enables 
merchants  to  escape  its  consequences.  But  with  every 
diminution  in  the  volume  of  purchases  by  merchants,  an 
increasing  number  of  wage-earners  are  thrown  out  of  em- 
ployment— that  is,  cease  to  be  able  to  sell  their  manufactures 
for  food.  Whence  it  follows  that  while  fluctuations  in  foreign 
prices,  due  to  expansions  or  contractions  in  foreign  currencies, 
need  not  affect  home  merchants  or  home  wage-earners,  and 
fluctuations  in  home  prices,  due  to  variations  in  the  supply  of 
commodities,  beneficially  regulate  foreign  trade,  fluctuations 
in  home  prices  diie  to  contractions  or  expa?isions  in  the  home 
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currency  tend,  the  former  to  ruin  home  merchants  and  tvagc- 
earners,  and  the  latter  to  temporarily  and  unhealthily  over- 
stimulate  foreign  trade.  Next  to  such  warfare,  then,  as  tends 
to  put  a  sudden  stop  to  foreign  trade,  no  greater  misfortune 
can  befall  any  highly  civilised  country  than  a  progressive 
contraction  in  its  currency,  as  such  contraction  puts  a  gradual 
stop  to  the  home  profits,  without  which  foreign  trade  cannot 
be  carried  on.  Stability  in  the  general  level  of  home  prices 
is  then  a  primary  essential  to  the  continuous  realisation  of 
profits  upon  foreign  trade. 

But  over  the  general  level  of  home  prices  home  merchants 
have  not  the  slightest  control.  They  neither  cause  these  to 
contract,  nor  can  they  prevent  them  doing  so.  Their  regula- 
tion rests  entirely  in  the  hands  of  the  Government,  or  of  those 
to  whom  the  Government  intentionally  or  unintentionally 
delegates  such  regulation.  How  such  contractions  can  alone 
be  prevented,  then,  must  await  consideration  until  we  come  to 
'  The  Duties  of  Government  and  their  Discharge."  For  the 
present  we  are  only  concerned  in  pointing  out  that  whereas 
artificial  disturbances  in  foreign  prices  should  not  affect  home 
merchants  and  Wealth-producers,  artificial  disturbances  in 
home  prices  must  always  affect,  and  may  be  disastrous  to 
both. 

The  above  detailed  consideration  of  how  profits  upon 
foreign  trade  are  realised,  and  how  they  arc  affected,  when 
the  operations  of  export  and  import  are  both  conducted  by 
the  same  merchant,  should  immensely  simplify  our  explana- 
tion of  that  great  and  inevitable  division  of  labour  amongst 
merchants,  which  causes  one  set  to  devote  themselves  ex- 
clusively to  operations  of  export  and  another  to  operations 
of  import — which  division  of  labour  necessitates  a  distribu- 
tion between  exporters  and  importers  of  the  final  profits 
realised  upon  imports,  such  distribution  being  effected  through 
that  most  important  of  all  foreign  commercial  instruments — a 
bill  of  exchange. 

The  differentiation  of  the  foreign  correspondent  from  the 
home    profit-gainer    or    merchant    docs    not    appear    in    the 
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genealogical  tree  of  home  mercantile  development.  For  the 
foreign  correspondent  is  not  paid  out  of  home  profits  nor  in 
home  money-tokens,  but  practically  out  of  the  goods  con- 
signed to  him  ;  or,  what  is  the  same  thing,  out  of  the  foreign 
money- tokens  he  receives  for  them. 


CHAPTER    VIII 

FOREIGN    TRADE — EXPORTERS    AND    IMPORTERS— BILLS    OF 

EXCHANGE 

So  long  as  trade  continues  to  be  carried  on  as  described  in 
the  last  chapter,  the  same  merchant  conducting  the  operations 
of  both  export  and  import — and  this  is  always  the  case  in  the 
early  stages  of  commerce — there  cannot  be  any  such  thing  as 
"  a  rate  of  exchange,"  or  "  price  of  foreign  money,"  since  such 
"  rates  "  or  "  prices  "  result  from  the  sale  of  "  foreign  drafts  " 
or  "  bills  of  exchange  "  for  home  money  ;  and  there  being  no 
one  to  buy  such  "  drafts  "  or  "  bills,"  they  are  never  drawn. 
But  necessarily  a  long  time  must  elapse  before  the  merchant 
can  recover  the  cost  of  his  exports  and  realise  profits,  since  to 
do  this  he  must  always  await  the  return  and  sale  of  his 
imports.  Commonly  several  months,  in  our  examples  four, 
and  sometimes  even  years  ("  once  in  three  years  came  the 
navy  of  Tarshish "  to  the  kingly  merchant  Solomon)  must 
thus  intervene  between  the  commencement  and  completion  of 
every  trading  operation.  During  the  whole  of  this  time  the 
merchant  must  lie  out  of  his  money,  and  be  exposed  to  the 
risk  either  of  losing  his  goods  through  the  acts  of  agents  or 
the  accidents  of  nature,  or  losing  his  profits  through  the  acts 
of  Government  or  the  accidents  of  demand.  It  comes,  then 
fore,  as  an  immense  relief  to  exporters  when  the  growth  of 
trade  is  such  as  to  lead  an  increasing  number  of  merchants  to 
devote  themselves  exclusively  to  importing.  For  to  enable 
these  to  do  this,  and  possess  themselves  abroad  of  maiuit.i- 
tures,  raw  materials,  or  food  for  import,  without  themselves 
making  exports,  they  must  first  obtain  from  the  home  mer- 
chants, who  have  already  made  exports  and  sold  them  abroad, 
a  right  to   receive    the   foreign   money-tokens    lying   to  their 
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credit  with  their  foreign  correspondents — which  right  they 
can  obtain  in  no  other  way  than  by  purchasing  from  the 
exporter,  with  home  money,  an  order,  draft,  or  bill  upon  his 
correspondent  for  the  foreign  money  he  is  entitled  to.  Whence 
the  purchase  of  a  bill  of  exchange  from  an  exporter  provides  the 
only  economic  means  whereby  a  merchant  can  obtain  stock  who 
desires  to  remain  exclusively  an  importer ;  while  the  sale  of  a 
bill  of  exchange  to  an  importer  provides  the  only  economic  means 
whereby  a  merchant  can  obtain  profit  who  desires  to  remain 
exclusively  an  exporter. 

As  soon  as  he  makes  such  a  sale,  the  exporter  reduces 
by  one-half  the  time  he  lies  out  of  his  money  and  the  risks 
he  runs,  and  tries  to  reduce  by  no  more  than  one-half  the 
profit  he  secures.  For  the  price  the  importer  has  to  pay 
to  the  exporter  for  his  bill  is  made  up  of  two  factors:  (i) 
the  cost  and  freight  of  the  exports  it  represents  ;  (2)  a 
share  of  the  profits  expected  from  the  imports  it  will  pro- 
cure— the  extent  of  which  share  will  depend  upon  the  supply 
of  bills,  whether  this  exceeds  or  falls  short  of  the  demands  of 
importers,  while  the  extent  of  the  profits  will  depend,  as 
shown  in  Chapter  X.,  on  the  prosperity  of  the  trade.  These 
distinct  economic  phenomena,  however,  present  themselves  to 
the  exporter  as  but  one  practical  fact,  viz.,  as  the  rate  of 
profit  which  he  can  obtain  upon  the  cost  of  his  draft,  which 
rate,  if  high,  will  induce  him  to  increase  his  exports,  but,  if 
low,  will  compel  him  to  reduce  them. 

The  practical  use  of  bills  of  exchange  will  be  best  illus- 
trated by  supposing  those  operations  of  export  and  import, 
already  described  as  being  carried  out  by  one  merchant,  to 
be  carried  out  by  two,  one  of  whom  confines  himself  ex- 
clusively to  exporting  and  the  other  to  importing. 

The  first  case  is  that  of  the  consignment  A,  in  which  the 
exporter's  draft  for  R  12,570  costs  him  ^"1,000.  The  question 
is  what  will  he  sell  this  draft  for,  and  what  can  the  importer 
afford  to  pay  for  it.  Each  must  either  make,  or  calculate 
upon  making,  some  profit,  or  he  will  not  trade.  Let  us  sup- 
pose that  the  exporter  demands  £1,1 00  for  his  draft,  being  at 
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the  same  time  under  financial  compulsion  to  sell.  Will  the 
importer  pay  this  price  ?  He  calculates  that  the  600  cwts. 
of  cotton,  which  he  believes  can  be  purchased  in  Bombay  for 
the  R.12,570,  will  not  net  more  in  London  than  ,£1,100.  He 
will  not,  therefore,  give  this  sum  for  the  exporter's  draft,  but 
consents  to  pay  £1,050,  which  the  exporter  accepts;  £1,050 
thus    becomes   the   cost    of  the    600   cwts.   of  cotton   to   the 

TABLE  XI. 


1 

Exporter. 

Importer. 

Total. 

Cost  of 
Draft  in  £. 

Face  Value  of 
Draft  in  R. 

Profit  or 
Loss. 

1 
Price  of     NetR'ceipts 
Draft  in  £.  for  Imports. 

Profit  or 
Loss. 

Profits  or 
Loss. 

A 

£l,000 

R 1 2, 570 

+  £$0 

£l,050 

£1,200 

+  £150 

+  £200 

B 

1,000 

17,518 

+    IOO 

I,  ICO 

1,200 

+       IOO 

+      200 

c; 

1,000 

27,586 

+    I50 

1,150 

I,2CO 

+    50 

+      200 

D 

I. OOO 

12,570 

+      50 

1,050 

1,050 

50 

E 

875 

12,570 

87 

788 

788 

— 

87 

b 

578 

12,570 

-     57 

521 

521 

~ 

57 

importer,  on  which,  with  freight  added,  he  has  to  make  profit. 
Home  prices  proving  better  than  expected,  he  actually  does  net 
£1,200  in  place  of  his  estimated  £1,100,  and  so  clears  a  profit 
of  £150.  Thus  the  final  profit  of  £200,  realised  on  the  com- 
pleted transaction,  is  divided  between  the  exporter  and  im- 
porter by  means  of  the  bill  of  exchange,  in  the  proportion  of 
£50  to  the  former  and  £150  to  the  latter. 

Now  it  can  readily  be  seen  that  the  exporter,  so  long  as  he 
remains  exclusively  such,  can  obtain  a  share  of  this  final 
profit  in  no  other  way  than  through  a  sale  of  his  draft  to 
the  importer.  Nor  can  the  importer,  if  he  makes  no  exports, 
obtain  possession  of  the  foreign  commodities  on  which  the 
final  profit  is  realised,  in  any  other  way  than  through  the 
purchase  of  a  draft  from  the  exporter.  Since  the  importer, 
however,  does  not  disclose  the  result  of  his  business  operations 
to  the  exporter,  the  latter  never  knows  what  is  the  share  of  the 
final  profit  that  the  former  receives,  whether  it  is  less  or  more 
than  the  half.      Nor  does  it  concern  him  to  know,  he  being  only 
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interested  in  realising  as  high  a  rate  of  profit  upon  his  own 
investments  as  possible.  If  this  rate  is  satisfactory,  he  will 
increase  his  purchases  for  export,  if  it  is  not,  he  will  reduce 
them,  while  the  importer  can  afford  to  raise  the  rate  if 
his  own  profits  are  high,  but  is  compelled  to  reduce  them 
if  they  are  low.  So  that,  in  the  end,  the  rate  of  profit  realised 
on  imports  still  continues  to  regulate,  though  somewhat  less 
directly  than  before,  the  amount  of  money  invested  in  exports. 

To  continue  our  explanation  of  the  Table.  Satisfied  with 
the  rate  of  profit  he  has  made,  the  importer  now  becomes 
eager  to  purchase  larger  quantities  of  cotton  in  Bombay. 
His  demand  for  bills  therefore  increases.  But  the  exporter, 
dissatisfied  with  his  rate  of  profit,  either  does  not  increase  his 
exports  or  else  reduces  them.  Our  example  supposes  the 
former.  He  invests,  therefore,  no  more  than  £1,000  in  his 
next  consignment  (B),  which  nets  33,17,578,  owing  to  inflation 
in  the  Indian  currency.  But  for  his  draft  for  this  sum  he 
now  insists  upon,  and  obtains,  .£1,100,  while  the  600  cwts.  of 
cotton  procured  through  its  means  nets  £1,200  for  the 
importer  as  before.  On  this  transaction,  therefore,  each 
clears  £100. 

For  the  third  operation  (C)  the  exporter  would  probably 
increase  his  exports,  but  for  simplicity  in  subsequent  explana- 
tions we  suppose  that  he  only  repeats  them.  But  this  time 
he  holds  out  for,  and  obtains,  a  profit  of  £150,  while  the  im- 
porter, who  expected  home  prices  to  rise,  only  clears  £50. 

Now,  all  this  time,  prices  in  India  have  been  rising,  owing 
to  inflation  of  the  currency  there.  But  such  rise,  still 
supposing  the  sale  of  exports  and  purchase  of  imports  to  have 
been  contemporaneous,  will  not  have  affected  the  quantities 
of  imports  received  for  exports  when  the  exchange  has  been 
made  by  different  merchants,  any  more  than  it  did  when 
made  by  the  same.  Nor  will  it  have  affected  the  final  profits 
realised,  nor,  we  will  assume  for  the  present,  their  distribution 
between  exporters  and  importers.  But  we  may  now  suppose 
that  this  disorder  in  the  Indian  currency  has  been  remedied, 
that  the  redundant  money  has   been   withdrawn  and   prices 
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have  returned  to  their  normal  level.  In  Great  Britain,  on  the 
other  hand,  a  continuous  fall  in  prices  has  commenced  owing 
to  diminishing  supplies  of  money.  Wholly  unconscious  of 
this  cause,  however,  and  not  yet  practically  acquainted  with 
its  effects,  British  merchants  continue  their  operations. 

Consignment  (D),  purchased  before  the  movement  had 
begun,  nets  Ri 2,570  in  Bombay,  but  the  importer,  awakened 
to  the  fact  that  home  prices  are  tending  downwards,  will  only 
give  ^1,050  for  a  draft  for  this  sum,  which  price  he  only  just 
covers  by  a  sale  of  his  600  cwts.  of  cotton,  leaving  nothing  at 
all  for  himself.  For  the  next  draft  for  the  same  amount, 
which  costs  the  exporter  ,£875,  he  makes  a  bold  reduction, 
thinking  this  ample,  and  pays  only  ^788.  But  while  this 
price  leaves  the  exporter  a  loser  by  £87,  the  importer  still 
only  just  recovers  his  outlay.  Even  upon  his  third  venture, 
though  coming  down  to  £521  for  the  6,12,570  draft,  which 
price  again  leaves  the  exporter  a  loser  to  the  extent  of  £57, 
he  can  obtain  no  profit. 

These  two  merchants,  therefore,  withdraw  their  savings 
from  trade,  preferring  to  spend  them  upon  their  own  support 
rather  than  in  vain  attempts  to  secure  profits. 

These  examples  are  sufficient  to  show  what  is  the  true 
economic  function  subserved  by  bills  of  exchange,  and  that 
the  division  through  them  of  the  functions  of  merchants 
between  exporters  and  importers  does  nothing  to  invalidate 
any  one  of  the  principles  laid  down  in  the  previous  chapter  as 
governing  the  operations  of  merchants  before  such  division 
takes  place.  That  is,  such  bills  do  not  affect  the  way  in 
which  profits  on  foreign  trade  are  obtained,  nor  increase  or 
decrease  their  total  amount,  nor  diminish  the  need  for  stability 
in  home  prices  in  order  to  realise  them.  All  that  they  do, 
and  this  is  most  important  to  remember,  is  to  transfer  to 
exporters,  along  with  the  cost  and  freight  of  their  exports,  a 
share  in  these  profits  (or  losses,  if  any)  before  they  are 
actually  realised.  Obviously  then,  bills  of  exchange  do  nol 
discharge  any  of  the  functions  of  money  ;  or,  in  the  slighte  I 
degree,  dispense  with  its   use.     On  the  contrary,  they  supply 
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additional  facilities  for  the  investment  of  deposits,  always 
provided  that  such  deposits  are  available  for  investment,  and 
that  their  owners  have  confidence  in  the  financial  stability  of 
the  drawers  of  the  bills,  and  in  the  prospect  of  profits  being 
obtainable  through  their  purchase.  Bills  of  exchange,  there- 
fore, never  act  as  substitutes  for  money.  Nor  does  the  power 
to  create  them  invest  merchants  with  the  slightest  control 
over  the  currency  and  prices,  other  than  such  as  comes  from 
a  power  to  expend  such  sums  of  money  as  others  may  pay  in 
purchase  of  these  bills. 

The  division  of  the  gross  profits  of  foreign  trade  between 
exporters  and  importers  being  thus  the  true  economic  function 
of  bills  of  exchange,  it  is  clearly,  of  all  things,  important  that 
there  should  be  no  artificial  or  outside  interference  with  this 
division,  tending  to  favour  exporters  at  the  expense  of  im- 
porters, or  importers  at  the  expense  of  exporters.  For  such 
interference  must  necessarily  disturb  that  natural  and  bene- 
ficial balance  of  trade  which  makes  the  capacity  of  any 
country  to  absorb  imports,  regulate  the  volume  of  its  exports, 
and  so,  to  a  greater  or  lesser,  but  always  prejudicial,  extent, 
frees  exporters  and  importers  from  their  mutually  beneficial 
dependence  on  each  other.  As,  however,  such  interference 
can  never  result  from  the  unaided  action  of  merchants  them- 
selves, but' only  from  injurious  acts  done,  or  permitted  to  be 
done,  by  Government,  a  consideration  of  these  consequences 
must  add  another  to  the  many  questions  awaiting  examina- 
tion, when  we  deal  with  "  Government,  and  the  discharge 
of  its  duties." 

The  division  of  the  functions  of  the  profit-gainer,  or  mer- 
chant, between  exporters  and  importers,  appears  as  follows  : — 

TABLE  XII. 

Commerce — Its  Growth. 

Merchants. 

r  i 

Importers.  Exporters. 
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Bill-Brokers. 

The  continuous  increase  both  in  the  supply  of  bills  of 
exchange  by  exporters  and  in  the  demand  for  them  by 
importers,  soon  induces  another  division  of  labour  among 
merchants,  whereby  some  exporters  devote  themselves  ex- 
clusively to  selling  bills  of  exchange,  and  so  become  bill- 
brokers,  or  intermediaries  between  exporters  and  importers. 

Through  these  specialists  in  exchange  all  exporters  eventu- 
ally effect  sales  of  their  bills  for  a  small  commission,  and 
from  them  all  importers  make  their  purchases  of  them. 

This  development  appears  as  follows  : — 

TABLE  XIII. 

Commerce — Its  Growth. 

Merchants. 


Importer. 


Importer. 


Bill-Broker. 


Exporter. 


Exporter. 


Grain-Dealers. 


So  far  as  our  investigations  have  already  gone  we  have 
dealt  with  only  one  class  of  imports,  foreign  Wealth-imports 
(manufactures  or  raw  materials)  obtained  in  exchange  for 
home  Wealth-exports,  as  in  the  examples  of  our  Tables, 
which  shows  foreign  cotton  received  in  return  for  home  rails  ; 
and,  until  the  stage  of  commercial  development  is  reached 
which  differentiates  importers  from  exporters,  it  is  of  such 
exchanges  that  international  commerce  for  the  most  part 
'-insists.  But  when  this  period  arrives  a  new  class  of  foreign 
imports  appears,  viz.,  food-products  or  Capital,  and  a  new 
class  of  home  merchants,  viz.,  grain-dealers  or  corn-merchants. 
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At  first  these  latter  are  not  considered  to  be  merchants  at  all 
by  others  of  their  class,  but  a  distinct  species  of  function- 
ary, socially  inferior  and  commercially  antagonistic.  For 
which  feeling  there  is  this  economic  warrant,  that  the  im- 
mediate interests  of  grain-dealers  and  merchants  never  seem 
identical,  and  may  readily  appear  conflicting.  Indeed  the 
operations  of  the  former  seem  to  be  opposed  to  the  interests 
not  only  of  home  merchants  but  of  home  food -producers  as 
well,  seeing  that  they  immediately  raise  the  value  of  home 
manufactures  against  both.  As  soon,  however,  as  importers 
become  differentiated  from  exporters,  and  bills  of  exchange 
become  common,  exporters  speedily  find  the  demand  of  grain 
importers  for  these  bills  just  as  beneficial  to  them  as  that  of 
Wealth  importers,  and  the  increased  profit  accruing  to  them 
on  their  foreign  drafts  more  than  compensating  for  the  raised 
rate  of  home  wages. 

To  the  entire  class  of  home  Wealth-producers  the  advent 
of  grain  importers  comes,  of  course,  as  a  veritable  deliverance. 
With  home  markets  overstocked,  with  the  limit  of  the  pur- 
chasing capacity  of  home  food-producers  nearly  reached,  and 
with  the  sub-letting  of  land  forbidden,  there  lies  no  hope  for 
home  Wealth-producers,  save  in  their  being  brought  within 
reach  of  foreign  food-producers,  and  this  becomes  possible 
only  through  the  operation  of  the  grain  importer.  Naturally, 
then,  the  free  admittance  of  foreign  food  for  the  first  time 
forms  an  epoch  in  the  economic  history  of  home  Wealth- 
producers,  for  after  years  of  increasing  servitude  it  means 
freedom  for  them  at  last.  But  the  enthusiasm  thus  evoked 
amongst  home  Wealth-producers,  and  the  heat  engendered 
by  their  successful  conflict  with  home  food-producers,  com- 
pletely blinds  them  to  the  economic  realities  of  the  situation 
and  its  dangers.  So  long  as  abundance  of  food  enters  home 
markets  they  henceforth  care  nothing  about  the  locality  of  its 
production,  and  even  eagerly  advocate  measures,  the  effect  of 
which  is  first  to  ruin  home  food-producers  and  finally  to 
banish  them  altogether.  But  as  each  food-exporting  State 
rises  in  the  economic  scale,  it  necessarily  becomes  a  manu- 
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facturing  one,  and  so  one  after  another  of  such  States  makes 
its  purchases  of  manufactures,  to  an  increasing  extent,  from 
internal  instead  of  from  external  Wealth-producers,  leaving  the 
latter  at  length,  when  deprived  of  the  custom  of  foreign  food- 
producers,  punished  for  their  indifference  and  injustice  to 
home  food-producers,  by  being  left  without  any  customers  at 
all.     The  development  of  the  food-importer  is  shown  in  the 


ollowing  Table : — 

TABLE    XIV 

Merchant. 

The  Home 

1 

Market. 

Importer. 

Capital 

1 
Wealth 

Importer. 

Importer. 

Exporter. 


Bill 
Broker. 


Exporter. 


CHAPTER  IX 

FOREIGN  TRADE— RATES  OF  EXCHANGE 

In  our  last  chapter  we  explained  that  the  true  economic 
function  of  bills  of  excJiange  is  to  effect  a  division  of  the 
profits  of  foreign  trade  between  exporters  and  importers,  which 
division  can  be  effected  as  conveniently  in  no  other  way.  To 
make  this  explanation  clearer  we  supposed  the  exporter  to 
sell  in  one  draft  and  to  one  importer  all  the  foreign  money- 
tokens  his  exports  netted  abroad,  and  the  importer  to  invest 
all  these  foreign  money-tokens  in  one  consignment  of  imports, 
thus  making  each  set  of  imports  the  exact  equivalent  for  each 
set  of  exports.  And  in  the  long  run  this  is  what  actually 
does  take  place.  For  the  exporter,  before  he  can  know  what 
profit,  if  any,  he  has  made,  must  sell  all  the  foreign  money- 
tokens  he  is  entitled  to  draw  for,  while  all  these  tokens  must 
be  invested  in  imports,  and  such  imports  sold  at  home,  before 
the  importer  can  know  what  profit,  if  any,  he  has  realised. 
But  in  practice  the  exporter  rarely  sells  all  the  foreign  tokens 
he  can  draw  for  to  the  same  importer,  nor  does  the  importer 
commonly  buy  all  the  foreign  tokens  he  requires  from  the 
one  exporter,  but  each  deals  with  the  bill-broker,  or  exchange 
banker,  as  he  calls  himself,  when  his  business  increases,  this 
functionary  purchasing  from  the  exporter  all  the  foreign 
money-tokens  he  has  to  sell,  and  selling  to  the  importer  all 
the  foreign  money-tokens  he  requires  to  buy  ;  which  pur- 
chase and  sale  he  affects  in  each  case  either  at  some  price  in 
home  money  for  each  foreign  unit,  as  with  the  rupee,  or  at 
some  price  in  foreign  money  for  each  home  unit,  as  with  the 
dollar.  This  difference  of  procedure  is  somewhat  unfortunate, 
as   it  greatly  obscures   the   real   issue.     For  what   is   sold   is 

always  the   foreign   money-token   and   never  the  home  one. 
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One  result  of  this  confusion  is  that  when  expressed  in  terms 
of  home  money  a  rise  in  exchange,  i.e.,  an  increase  in  the 
exporter's  profit,  is  indicated  by  a  rise  in  the  home  price  of 
the  foreign  unit,  as  when  the  Indian  rate  rises  from  is.  2d.  to 
is.  3d.  per  Ri  ;  whereas,  when  expressed  in  terms  of  foreign 
money,  it  is  indicated  by  a  fall  in  the  foreign  price  of  the 
home  unit,  as  when  the  American  rate  falls  from  $4.90  to 
84.85  per  £1.  But  this  price,  however  expressed,  being  the 
result  of  many  completed  transactions  which  determine  it, 
more  or  less  definitely,  before  any  given  exporter  offers  his 
bill  for  sale,  his  particular  operation  necessarily  assumes  in 
practice  a  form  slightly  different  from  that  of  our  previous 
Table,  although  in  the  end  the  effect  produced  is  exactly  the 
same.  The  broker's  buying  price  for  each  unit  of  foreign 
money  as  thus  arrived  at  is  now  what  the  exporter  has  either 
to  accept  or  reject.  If  he  accepts  it,  he  further  confirms  this 
as  the  current  price  for  those  who  follow  him  ;  if  he  rejects  it, 
and  succeeding  exporters  do  so  too,  they  force  the  broker  to 
raise  the  price  in  order  to  provide  himself  with  bills  for  sale 
to  importers. 

But  though  in  practice  the  exporter  thus  seems  to  retail 
his  draft  instead  of  selling  it  en  bloc,  the  price  he  must  obtain 
for  each  unit  thereof  is  necessarily  nothing  but  a  proportionate 
part  of  the  cost,  freight,  and  profit  of  the  whole.  The  selling 
rate  to  the  exporter,  consequently,  of  every  foreign  money 
unit,  which  is  its  rate  of  exchange,  is  always  made  up  of  the 
cost  and  freight  of  the  exports  which  realise  that  unit,  plus 
the  exporter's  profit  thereon,  such  profit  being  itself  merely 
an  anticipated  share  of  the  final  profits  expected  upon  the 
imports  purchased  by  the  foreign  money  unit.  To  permit, 
then,  of  a  prosperous  export  trade  being  carried  on,  every  rate 
of  exchange  must  include  some  profit  for  the  exporter.  Neces- 
sarily, therefore,  whatever  artificially  lowers  a  rate  of  exchange, 
i.e.,  the  home  price  of  any  given  country's  money  unit,  corres- 
pondingly injures  the  export  trade  with  that  country. 

Again,  to  allow  of  the  importer  realising  his  expected 
profit,  or  some  of  it,  and  so  paying  in  anticipation   a  share 
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thereof  to  the  exporter,  to  permit,  that  is,  of  his  paying  a  price 
for  bills  of  exchange  which  shall  yield  a  profit  to  the  exporter, 
he  must  himself  obtain  a  larger  price  for  the  commodities  he 
imports  than  he  pays  for  the  bill  which  procures  them.  But 
this  he  cannot  do  to  the  full  extent  he  is  entitled  to,  unless 
the  general  level  of  prices  at  the  time  he  sells  his  imports 
remains  the  same  as,  or  not  lower  than  when  he  bought  his 
draft,  unless,  that  is,  the  volume  of  the  currency  remains 
normal.  Thus  the  inclusion  of  profit  for  the  exporter  in 
every  rate  of  foreign  exchange  depends,  in  the  long  run,  upon 
the  realisation  of  profit  by  the  importer,  and  the  realisation  of 
profit  by  the  importer  upon  the  maintenance  of  stability  in 
the  general  level  of  home  prices. 

But  while  stability  in  home  prices  thus  remains  of  exactly 
the  same  real  importance  to  the  successful  conduct  of  foreign 
trade  after  the  separation  of  exporters  from  importers  as 
before  it,  it  entirely  loses  its  personal,  pressing,  and  obvious 
necessity.  For  exporters,  as  soon  at  they  cease  to  sell  foreign 
imports,  appear  to  be  no  longer  concerned  with  the  relation 
between  the  home  price  of  exports  and  of  their  equivalent 
imports.  While  as  soon  as  they  begin  to  sell  foreign 
drafts  they  appear  to  be  only  concerned  with  the  relation 
between  the  home  prices  of  exports  and  of  the  foreign  money- 
tokens  they  realise,  that  these  latter  shall  be  as  high  as  possible. 
Again,  importers,  as  soon  as  they  cease  to  buy  home  exports, 
appear  to  be  no  longer  concerned  with  the  relation  between 
the  home  price  of  imports  and  of  their  purchasing  exports. 
While  so  soon  as  they  confine  themselves  to  selling  foreign 
imports  they  appear  to  be  only  concerned  with  the  relation 
between  the  home  prices  of  imports  and  of  the  foreign 
money-tokens  which  procure  them,  that  these  latter  shall  be  as 
low  as  possible.  Whence  a  rise  in  rates  of  exchange,  i.e.,  in 
home  prices  for  foreign  money  units,  is  always  desired  by 
exporters,  and  a  fall  by  importers. 

But  we  can  now  see  that  each  of  these  desires  is  not  only 
natural  but  beneficial,  provided  always  that  such  rise  or  fall 
does  not  exceed  certain  definite  limits.      For,  thus  restricted, 


Rates  of  Exchange  89 

all  that  either  does  is  to  apportion  in  varying  measure 
between  exporters  and  importers  the  final  profits  realised  on 
the  completed  exchanges. 

For  instance,  in  the  example  A  the  gross  cost-price  of  each 
rupee  to  the  exporter  is 

;£lOOOX240d  d 

=  19-1 


R.12,570 

and  the  net  selling  price  of  each  rupee's  worth  of  imports  to 
the  importer  is 

,£l200X240d  d. 

=22 '9 

R.12,570 

the  total  profit  per  rupee  being  3'8d.  The  more  of  this  profit, 
therefore,  the  exporter  can  obtain  the  better  for  him ;  and  the 
more  the  importer  can  retain  the  better  for  him.  But  some 
profit  each  must  secure  to  enable  him  to  go  on  trading. 

If  from  any  cause,  therefore,  the  rate  of  exchange  is  forced 
below  19-1  (or  whatever  the  cost  of  the  rupee  may  be)  the 
exporter  loses  money  on  that  particular  venture.  While  if 
it  is  forced  above  22*9  (or  whatever  the  net  selling  price  of 
the  rupee's  worth  of  imports  may  be)  the  importer  does  so. 
Necessarily,  therefore,  as  soon  as  the  exporter  has  become 
separated  from  the  importer,  and  their  permanent  and 
essential  dependence  upon  each  other  is  lost  sight  of,  stability 
in  foreign  exchanges  (within  certain  narrow  limits),  that  is  in 
the  home  price  of  foreign  money-tokens,  usurps  the  place  in 
mercantile  opinion  which  stability  in  home  prices  formerly 
occupied,  and  always  should  occupy.  Not  that  stability  in 
foreign  exchanges  is  not  a  most  desirable  and  important  con- 
dition, powerfully  contributive  to  the  increase  of  mercantile 
transactions;  but  to  be  of  real  and  not  merely  pretended 
service,  it    must    result    from    foreign    prices    acquiring    the 
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stability  assumed    to  belong  to  home   ones,  and    not    from 
home    prices    being    made    to    fluctuate    in    sympathy    with 


foreign  ones. 


That  this  is  so  a  very  brief  consideration  of  the  Table  XV. 
which  follows  will  show.  Broker's  buying  and  selling  prices 
are  made  the  same  for  the  sake  of  simplicity  : — 
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Here  we  see  (1)  A,  B,  C.  Falling  rates  of  exchange  (due  to 
currency  expansions  abroad),  accompanied  by  steady  profits, 
because  of  stability  in  prices,  at  home. 
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(2)  D,  E,  F.  Falling  rates  of  exchange,  due  to  currency 
contractions  at  home,  accompanied  by  continuous  losses 
because  of  contractions  in  home  prices. 

(3)  G,  H,  I.  Stable  rates  of  exchange,  with  only  beneficial 
variations,  due  to  stability  in  home  and  foreign  currencies, 
accompanied  by  steady  profits  because  of  stability  in  home 
prices. 

(4)  J,  K,  L.  Stable  rates  of  exchange,  with  no  variations 
at  all,  due  to  equal  contraction  in  home  and  foreign  currencies, 
accompanied  by  continuous  losses  because  of  contractions  in 
home  prices. 

Thus  stability  in  foreign  exchanges  is  only  desirable  as  an 
addition  to,  and  not  as  a  substitute  for,  stability  in  home  prices, 
as  a  consequence,  that  is,  of  foreign  currencies  being  regulated 
with  the  same  care  and  justice  as  we  assume  in  respect  to  the 
home  currency.  Necessarily,  therefore,  stability  in  foreign 
exchanges,  if  striven  for  regardless  of  stability  in  home  prices, 
may  prove  not  only  commercially  useless  but  economically  dis- 
astrous, seeing  that  if  foreign  currencies  are  contracting  or 
expanding,  foreign  exchanges  can  be  kept  stable  only  by 
forcibly  contracting  or  expanding  the  home  currency,  and  so 
forcibly  depressing  or  raising  home  prices,  the  former  pro- 
cedure being  disastrous  to  all  debtors  and  the  latter  unjust  to 
all  creditors. 

What  has  now  been  said  of  the  relation  of  exporters  and 
importers,  and  of  their  necessary  and  beneficial  dependence 
on  each  other,  should  make  it  clear  how  important  is  the 
preservation  of  this  dependence  for  the  welfare  of  both 
Wealth-producers  and  Capital-producers,  since  only  through 
this  dependence  can  that  productive  balance  between  Capital 
and  Wealth  be  preserved  at  home  Which  is  so  essential  to  the 
stability  and  progress  of  the  whole  State.  Whatever,  then, 
tends  to  free  exporters  from  their  dependence  upon  importers, 
•  >r  importers  from  their  dependence  upon  exporters,  by 
enabling  the  latter  to  realise  profits  otherwise  than  through 
a  sale  of  drafts  to  the  former,  and  the  former  to  purchase 
imports   otherwise   than   through    a    prior    purchase  of  drafts 
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from  the  latter,  is  necessarily  prejudicial  to  the  true  interests  of 
the  whole  community. 

We  have  now  completed  our  examination  of  foreign  trade, 
of  the  main  divisions  of  labour  amongst  merchants  which  it 
entails,  of  the  instrument  which  enables  these  divisions  to 
take  place,  and  of  the  phenomena  which  accompany  its  use, 
and  we  find  each  division  of  labour  to  be  the  natural  and 
inevitable  result  of  a  constantly  increasing  trade,  itself  the 
offspring  of  individual  enterprise  and  of  increasing  com- 
petition for  profits  amongst  multiplying  merchants.  Such 
development  consequently  owes  nothing  to  the  action  of 
Government  and  asks  nothing  from  it,  save  two  things, 
without  which  individual  enterprise,  where  it  is  not  hopelessly 
paralysed,  is  always  heavily  handicapped.  These  two  things 
are:  (i)  Stability  [in  the  value  of  home  money-tokens; 
(2)  Facilities  for  cheaper  transport. 


CHAPTER  X 

HOME-TRADE — SELLING   AGENTS   OR   SHOPKEEPERS — 
ACCEPTANCES   OR   PROMISSORY    NOTES 

Having  purchased  manufactures  or  stock  from  home  wage- 
earners  with  home  currency  tokens,  having  shipped  this  stock 
abroad  to  their  foreign  agents,  and  received  from  them  what- 
ever local  labour-products  promise  to  yield  the  largest  profit 
at  home,  the  next  step  on  the  part  of  merchants,  whether  true 
merchants  or  importers  merely,  is  to  sell  these  returns  to 
home  customers  for  more  currency  tokens  than  were  paid  as 
cost  for  the  original  stock,  and  as  freight  for  its  transport 
abroad  and  that  of  the  returns  home.  For  it  is  the  excess  in 
the  number  of  currency  tokens  received  as  Price  from  home 
customers  over  what  has  been  paid  at  home  as  cost  and 
freight  that  constitutes  the  Profit  which  supports  the  home 
merchant  and  all  the  innumerable  sub-divisions  of  his  class. 

Primitively  the  merchant  is  his  own  shopkeeper,  and  effects 
all  sales  himself.  But  he  soon  finds  it  increasingly  to  his 
advantage  to  employ  selling  agents  to  do  this  for  him,  at  first 
only  in  markets  that  he  cannot  reach  himself,  where  there  is  a 
profitable  demand  for  his  wares,  but  finally  in  all  markets,  he 
confining  himself  at  length  solely  to  making  purchases  from 
wage-earners  and  conducting  the  operations  of  foreign  trade. 

By  thus  relegating  to  agents  the  entire  work  of  selling  to 
customers,  the  complete  functions  of  the  merchant  become  divided 
at  liome  between  wholesale  merchants  and  shopkeepers,  the 
specific  economical  function  of  the  former  being  the  pre- 
liminary purchasing  of  stock  with  currency  tokens  from 
wage-earners,  and  of  the  latter  the  final  sale  of  this  stock  or 
its  commodity  equivalents  for  currency  tokens  to  customers, 
which  stock  the  merchant  must  of  necessity  credit  or  entrust 

93 


94  The  Science  of  Civilisation 

to  his  agent,  the  shopkeeper,  for  sale  upon  his  account. 
Economically,  therefore,  credits  are  always  goods  entrusted  for 
sale  by  a  merchant  to  his  agent,  and  remain  the  property  of  the 
former  until  delivered  to  customers  by  the  latter.  Obviously, 
therefore,  the  agent  fails  to  discharge  his  functions,  and 
commits  a  breach  of  trust  if  he  parts  with  the  merchant's 
goods  without  receiving  currency  tokens  for  them.  So  that 
whereas  the  giving  of  credit  is  indispensable  to  trade  as  bettveen 
the  merchant  and  the  shopkeeper,  it  is  destructive  of  it,  and  there- 
fore has  no  legitimate  existence,  as  between  the  shopkeeper  and  the 
customer. 

The  importance  of  this  last  conclusion  cannot  be  too 
strongly  insisted  upon,  since  we  shall  ultimately  find  that 
one  of  the  abuses  of  its  power  by  Government  is  directed 
towards  encouraging  shopkeepers  to  give  credit  to  customers 
by  pretending  to  enable  them  to  subsequently  recover 
currency  tokens  for  the  goods  thus  wrongfully  parted  with. 

The  special  function  of  the  shopkeeper  being  to  obtain 
currency  tokens  from  customers  for  stock  owned  by  the 
merchant,  it  is  plainly  no  part  of  his  duty  to  pay  over  money 
to  the  merchant  before  he  has  himself  received  it  from 
customers.  For  the  risk  of  effecting  sales  ahvays  belongs  to 
the  merchant,  no  matter  whether  he  tries  to  make  these 
himself  or  delegates  this  work  to  an  agent.  Under  no  possible 
economical  or  moral  plea,  therefore,  is  the  merchant  justified  in 
forcing  the  shopkeeper  to  become  a  customer,  and  himself  pay  for 
credits  which  true  customers  will  not  buy. 

Acceptances  or  Promissory  Notes. 

But  while  the  merchant  has  no  right  to  force  the  shop- 
keeper to  pay  for  credits  which  the  customer  will  not  buy, 
he  has  every  right  to  try  and  induce  him  to  do  so. 
Wherefore,  in  proportion  as  certainty  in  the  date  of  their 
money  receipts  becomes  a  matter  of  increasing  importance  to 
merchants,  the  custom  grows  amongst  them  of  offering  to 
shopkeepers  an  increased  commission  on  sales  if  these  on  their 
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part  will  zindertake  to  pay  for  the  credits  they  receive  at  fixed 
dates,  irrespective  of  purchases  by  customers.  This  offer  of  an 
increased  commission  takes  the  form  of  a  reduction  in  the 
invoiced  price  of  the  credits,  provided  the  shopkeeper,  by 
accepting  the  offer,  engages  to  pay  the  full  amount  of  the 
reduced  invoice  at  the  end  of  the  term  named,  usually  three 
months,  irrespective  of  any  completion  of  sales.  The  offer  of 
the  merchant,  when  thus  accepted  by  the  shopkeeper,  becomes 
a  commercial  "  Acceptance  "  or  "  Promissory  Note,"  and  the 
most  important  document  in  internal  trade.  But  its  only 
economic  sanction  and  security  is  the  retention  or  loss  by  the 
shopkeeper  of  the  invaluable  commercial  reputation  of  being 
"  worthy  of  credit."  For  should  the  shopkeeper's  promise  not 
be  fulfilled,  the  merchant  acquires  not  the  slightest  economic 
or  moral  right  to  do  more  than  reclaim  the  goods  unsold,  and 
cease  to  entrust  him  with  further  credits.  He  is  in  no  way 
entitled  to  extort  money  never  received  upon  his  account,  and 
still  less,  when  customers  refrain  from  bitying,  to  force  a  sale  of 
more  and  other  goods  than  were  credited  to  the  slwpkeeper  in 
order  to  make  good  his  ozvu  invoice  prices.  Thus  the  signed 
acceptance  or  promissory  note  can  never  legitimately  claim 
any  other  security  than  the  personal  character  of  the  acceptor,  for 
to  forcibly  give  it  more  than  this  is,  as  will  subsequently 
appear,  to  completely  pervert  its  nature  and  eventually 
destroy  its  utility. 

Having  thus  obtained  an  "acceptance"  from  the  shop- 
keeper, the  merchant  commonly  discounts  it  with  a  money- 
broker,  the  latter,  as  we  have  already  learnt,  having  been 
entrusted  with  savings  for  this  purpose  by  investors,  who, 
though  desirous  of  sharing  in  the  profits  of  trade,  are  unable 
to  find  investments  for  themselves.  With  the  money  thus 
recovered  through  discounting  his  selling  agent's  acceptance, 
the  merchant  is  enabled  to  make  fresh  purchases  from  wage- 
earners  much  sooner  than  if  he  had  to  await  payments  from 
customers.  Thus  the  creation  and  "discount"  of  "accept- 
ances "  permits  of  the  amount  of  money  invested  in  trade 
being  largely  increased,  and  the  volume  of  sales  proportion- 
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atcly  increased  with  it.  So  far,  then,  from  acceptances  or 
promissory  notes  providing  substitutes  for  money,  as  is  com- 
monly and  most  erroneously  asserted,  their  primary  effect  is 
to  permit  of  the  use  of  enormously  increased  amounts.  Plainly, 
therefore,  these  commercial  instruments  are  in  no  sense 
money,  and  do  not  discharge  any  of  its  functions.  For  they 
never  complete  a  purchase  or  make  a  payment.  Their  issue, 
therefore,  adds  nothing  to  the  volume  of  the  currency,  nor 
does  the  power  to  create  them  invest  the  mercantile  com- 
munity with  the  slightest  control  over  the  currency  and 
prices,  since  all  that  these  instruments  do  is  to  provide  in- 
creased opportunities  and  inducements  for  the  investment 
of  deposits  of  money  already  in  existence,  without  adding  a 
single  unit  to  the  total  of  these  deposits,  or  in  any  way 
increasing  the  entire  sum  available  for  investment.  The 
supreme  importance  of  this  conclusion  will  not  fully  appear 
until  we  consider  later  on  the  nature  of  the  "  deposits  "  now 
employed  in  discounting  commercial  acceptances,  and  to 
whom  these  "  deposits  "  belong. 

From  the  profit-gaining  class  will  now  have  become  further 
differentiated  shopkeepers  or  selling  agents  living  upon 
commission. 


TABLE   XVI. 

Commerce — Its  Growth. 
Merchant. 


I  I 

Shopkeeper.  Wholesale  Merchant. 


This  completes  our  survey  of  the  main  divisions  of  labour 
in  the  profit-gaining  class,  which  divisions,  as  the  production 
of  Wealth  and  Capital  increases,  are  essential  to  the  free  sale 
of  the  former  for  the  latter.  Summarised,  these  divisions 
appear  as  in  the  following  Table  : — 
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The  entire  class  of  profit-gainers,  with  all  its  multitudinous 
ramifications  thus  inserts  itself,  as  an  ever-growing  body, 
between  the  two  great  classes,  the  producers  of  Wealth  and 
the  producers  of  Capital — the  profit  which  supports  it  being 
the  numerical  excess  in  units  of  Capital,  represented  by 
currency  tokens,  obtained  from  the  latter  class  over  what  is 
paid  to  the  former.  But  this  "  profit,"  no  matter  to  what 
extent  it  grows,  so  long  as  it  does  not  result  from  the  applica- 
tion or  the  fear  of  force,  is  no  exaction  from  the  producers 
either  of  Wealth  or  of  Capital  ;  on  the  contrary,  only  by 
means  of  it  are  remote  Capital-producers  enabled  to  make 
purchases  from  home  Wealth-producers,  and  these  latter  con- 
sequently to  multiply  to  an  extent  otherwise  impossible. 
Profit,  therefore,  is  a  remarkable  product  of  civilisation,  which 
provides,  in  a  way  inconceivable  until  realised,  a  bountiful 
means  of  subsistence  for  a  new  and  ever-multiplying  class — 
and  this  not  by  imposing  burdens,  but  by  conferring  enormous 
benefits  upon  the  two  older  classes.  With  the  creation  and  issue 
of  the  currency  tokens  in  which  civilised  profits  are  realised,  the 
profit-gaining  class  itself  has  nothing  whatever  to  do — this,  in 
every  properly-organised  State,  being  the  primary  economic 
function  of  its  Government  ;  but  with  their  circulation  it  has 
everything  to  do.  For,  as  investors,  it  provides  the  currency 
tokens  with  which,  as  merchants,  it  makes  the  preliminary 
purchases  that  enable  wage-earners  to  obtain  food  from 
cultivators  in  markets  ;  while,  as  shopkeepers,  it  receives  back 
these  tokens  in  payment  for  the  manufactures  finally  sold  to 
food-producers  and  others  in  shops. 

But  in  the  relations  between  different  classes  on  the  one 
hand,  and  different  members  of  the  same  class  on  the  other, 
which  money  thus  creates  in  the  course  of  its  circulation, 
no  appeal  is  made  for  their  preservation  to  any  other  force 
than  self-interest.  The  Wealth-producer  is  not  compelled 
to  sell  to  the  merchant,  nor  the  Capital-producer  to  buy 
from  the  shopkeeper,  but  the  desire  of  the  one  to  obtain 
food,  and  of  the  other,  comforts,  in  the  easiest  way,  induces 
them   to  do  so.     The  investor  is  not  compelled  to  lend  to 
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the  merchant,  nor  the  merchant  to  repay  the  investor,  but 
the  former  cannot  obtain  dividends  unless  he  lends,  nor  the 
latter  loans  unless  he  repays.  The  merchant  is  not  compelled 
to  give  credit  to  the  shopkeeper,  nor  the  shopkeeper  to  meet 
his  acceptances  to  the  merchant,  but  the  former,  without 
agents,  cannot  increase  his  profits,  nor  the  latter,  without 
credits,  earn  commission  on  sales.  Kept  within  legitimate 
limits,  therefore,  by  the  punishment  of  crime,  and  given 
free  scope  for  development  by  the  provision  of  opportuni- 
ties, self-interest  is  strong  enough  to  make  men  enterprising, 
and  to  keep  them  honest.  Every  attempt,  indeed,  to  main- 
tain the  relations  we  have  considered  by  a  force  more  drastic 
than  this,  ends,  as  we  shall  ultimately  learn,  in  enterprise 
being  crippled  and  men  made  dishonest. 

We  have  now  dealt  with  three  of  the  parts  into  which, 
as  stated  in  our  introduction,  Pure  Economics  naturally  divides 
itself,  viz.,  with  those  which  concern  "  the  free  production 
of  Capital,"  "  the  free  production  of  Wealth,"  and  the  "  free 
sale  of  Wealth  for  Capital,"  and  it  only  remains,  before 
proceeding  with  the  fourth  part,  "  Government,  and  the  dis- 
charge of  its  duties,"  to  summarise  the  conclusions  come  to, 
and  realise  some  of  their  simplest  and  broadest  effects  upon 
national  developments  and  international  relations. 


CHAPTER  XI 

SUMMARY 

WE  have  now  reached  a  point  at  which  it  is  necessary  to  state 
the  premisses  and  summarise  the  conclusions  come  to,  and 
realise,  by  the  help  of  the  accompanying  Table,  a  clear 
conception  of  the  unhindered  course  of  national   economic 
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development.  For  all  economic  development  must  be  national 
before  it  can  be  international  ;  that  is,  it  is  the  internal  de- 
velopment of  each  State  that  determines  the  economic  position 
it  must  occupy  in  respect  to  every  other  State  tuitli  which  it 
comes  into  commercial  contact. 

The  first  and  most  important  premiss  is  that  civilised 
Wealth-producers,  where  no  force  is  used,  are  wholly  depend- 
ent for  food  upon  the  voluntary  purchases  of  Capital-producers. 
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The  second  and  scarcely  less  important  premiss  is  that  the 
purchases  of  Capital-producers  wholly  depend  upon  the 
quantities  of  Capital  they  command,  and  these  upon  their 
secure  possession  of  what  they  produce. 

From  these  two  premisses  flow  all  our  subsequent  conclu- 
sions. If  they  are  false  our  conclusions  are  false.  If  they  are 
true  so  are  the  succession  of  simple  and  self-evident  conclu- 
sions which  their  acceptance  compels.  What  these  are  we 
will  now  briefly  set  forth. 
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Capital-Production. 


First,  as  to  agriculture.  Since  the  secure  possession  of  what 
he  produces  determines  the  quantity  of  Capital  each  producer 
commands,  whatever  reduces  such  security  of  possession 
necessarily  diminishes  the  quantity  of  Capital  produced.  But 
security  of  possession  is  reduced  by  every  form  of  arbitrary 
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exaction,  no  matter  what  such  exaction  is  called,  whether 
rents,  taxes,  tithes,  interest,  etc.,  or  by  whom  it  is  made, 
whether  by  the  State  or  by  individuals,  consciously  through 
abuse  of  power,  or  unconsciously  through  mismanagement 
of  the  currency,  or  ignorance  of  rights.  Consequently  every 
form  of  exaction  from  Capital-producers  reduces  their  com- 
mand of  Capital,  their  purchases  of  Wealth,  and  the  number  of 
Wealth-producers  any  given  number  of  Capital-producers  can 
maintain  at  a  given  level  of  comfort,  that  is,  of  wages. 

In  Table  XVIII.  an  attempt  is  made  to  exhibit  the  dual 
course  of  agricultural  development,  which  results  from  the 
secure  possession  of  his  "  estate,"  i.e.,  his  surplus  food-products 
by  the  cultivator.  This  development  proceeds  along  two 
lines:  (i)  That  of  Migration;  (2)  That  of  Renting.  The 
former  process  serving  to  bring  under  cultivation  increasing 
areas  of  land,  and  the  latter  to  maintain  on  the  same  area 
increasing  numbers  of  cultivators.  To  facilitate  the  latter 
process  demands,  as  we  have  seen,  nothing  but  the  faithful 
discharge  of  judical  functions  at  home  ;  while  to  permit  of 
the  former  demands  the  wise  exercise  of  political  functions 
abroad.  For  it  requires  the  progressive  acquisition  of  such 
waste  or  sparsely-populated  regions  as  are  suited  to  permanent 
colonisation.  The  timely  acquisition  of  such  regions,  there- 
fore, must  necessarily  determine  the  possible  expansion  of  any 
given  State ;  since  the  one  that  possesses  no  such  openings 
must  depend  for  the  multiplication  of  its  food-producers  on 
renting  alone,  and  be  content  to  see  its  emigrants  become 
contributors  to  the  power  and  progress  of  more  fortunate  or 
far-seeing  States. 

Wealth-Production. 

Secondly,  as  to  manufacture.  Since  all  civilised  Wealth- 
producers,  where  no  force  is  used,  are  wholly  dependent  for 
food  upon  the  voluntary  purchases  of  Capital-producers,  it 
follows:  (1)  That  the  prosperity  of  WTealth-producers  depends 
on  the  number  of  Capital-producing  customers  brought  within 
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their  reach  ;    (2)  That  the  value  of  manufactures  is  measured 
by  the  quantities  of  food  they  can  obtain  for  each  article  of 
manufacture.     Whence  fixed  quantities  of  food  become  the  only 
true  measure  of  the  value  of  manufactures.     But  as  purchases 
and  sales  multiply,  the  actual  transfer  of  food  in  every  trans- 
action  becomes   more   difficult  and    less    necessary,   until   at 
length  any  token  possessing  a  reasonable  probability  of  con- 
version, when  required,  into  fixed  quantities  of  food,  is  eagerly 
accepted  in  place  of  food  itself.     Thus  the  acceptance  of  food- 
tokens  in  place  of  food  is  an  inevitable  consequence  of  the 
multiplication  of  purchases  and  sales.     While  the  securing  to 
these  tokens  of  a  more  and  more  stable  value,  i.e.,  their  certain 
conversion  on  demand  into  quantities  of  food  tending  more 
and    more    to    become    definite    and    unvarying,    contributes 
beyond  any  other  action  to  the  multiplication  of  purchases 
and  sales.     Any  extended  acceptance  of  such  tokens  creates 
a  currency,  which,  when  their  issue  is  undertaken  by  the  State, 
becomes  a  national  currency,  and  the  most  powerful  of  all 
instruments  for  economic  weal  or  woe. 

Wealth-Distribution. 

Thirdly,  as  to  commerce.  As  soon  as  the  production 
of  manufactures  exceeds  the  purchasing  capacity  of  local 
Capital-producers  the  operations  of  merchants  become 
necessary  to  the  procurement  of  food  for  Wealth- pro- 
ducers ;  and  since  the  acquisition  of  profit  is  essential 
to  the  operations  of  merchants,  without  profit  there 
can  be  no  continued  numerical  increase  amongst  Wealth- 
producers.  Necessarily,  then,  the  profits  of  merchants  are 
not  deductions  from  the  wages  of  Wealth-producers,  nor 
trom  the  comforts  of  Capital-producers,  seeing  that  only 
t  irough  their  acquisition  can  the  former  be  raised,  by  new 
customers  being  brought  within  reach  of  Wealth-producers, 
and  the  latter  increased  by  otherwise  unattainable  comforts 
being  brought  within  the  reach  of  Capital-producers.  So  far, 
then,  from  the  acquisition  of  profit  involving  the  robbery  of 
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producers,  Wealth-producers  can   obtain   food,  and   Capital- 
producers  Wealth,  only  through  its  being  acquired. 

Under  the  strictly  national  currencies  here  assumed  to  be 
in  use,  since  the  money  or  food-tokens  of  one  country  are 
valueless  in  every  other,  international  commerce  can  have 
nothing  to  do  with  money,  but  only  with  commodities. 
Merchants  of  different  countries  consequently  cannot  accept 
payments  from,  or  make  them  to  each  other  in  anything 
but  labour-products,  or  in  local  tokens  obtained  through  their 
sale.  Commodity  exports,  therefore,  must  be  paid  for  in  com- 
modity imports,  nor  can  commodity  imports  be  obtained  except 
in  return  for  commodity  exports.  In  other  words,  trade  must 
be  reciprocal  or  it  cannot  continue.  This  does  not  mean,  of 
course,  that  it  must  necessarily  be  free.  Only  that  every 
interference  with  freedom  must  affect  both  sides  of  the  com- 
mercial equation  alike.  If  imports  are  prohibited  less  or  more 
completely,  exports  must  be  equally  reduced.  If  exports  are 
stimulated,  it  can  only  be  by  stimulating  imports  as  well  ; 
while  all  interference  with  mercantile  freedom  must  primarily 
injure  the  obstructing  country,  and  only  secondarily  and 
remotely  the   country  obstructed. 

So  long,  then,  as  currencies  are  exclusively  national,  inter- 
national trade  cannot  but  be  reciprocal  ;  that  is,  it  must 
consist  of  the  exchange  of  commodities  against  commodities. 
But  such  compulsory  reciprocity  is  at  once  destroyed  when 
national  currencies  become  international.  For  directly,  by 
any  artifice,  the  money  of  one  country  becomes  current  in 
another,  compulsory  reciprocity  disappears,  since  not  only 
are  merchants  enabled  to  make  and  accept  international 
payments  either  in  money  or  commodities  as  they  please, 
but  Governments  are  enabled  to  compel  payments  to  be  made 
in  either  form  by  the  imposition  of  discriminating  duties. 
Intemationality  in  money,  therefore,  is  necessarily  fatal  to 
reciprocity  in  trade. 

Again,  under  exclusively  national  currencies,  monetary 
prices  within  countries,  whether  these  are  high  or  low,  have 
no  effect  upon  the  course  of  trade  between  them.     Natural, 
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i.e.,  food,  values  alone  determine  this.  Necessarily,  therefore, 
when  this  is  so,  merchants  of  the  most  advanced  countries,  those, 
that  is,  in  which  the  food-value  of  manufactures  is  lowest, 
must  always,  in  competition  with  merchants  of  less  advanced 
countries,  command  the  custom  of  third  markets  equally  open  to 
both.  In  other  words,  the  higher  the  economic  development 
reached  by  any  country  the  larger  is  the  relative  share  of 
international  trade  that  it  will  secure.  Nor  is  it  possible  for 
less  advanced  countries  to  deprive  those  more  so  of  the 
commercial  superiority  thus  justly  belonging  to  them.  But 
they  can  readily  deprive  themselves  of  it,  and  this  they  do  to 
the  utmost  of  their  power  directly  they  adopt  or  sanction  an 
international  c?irrency,  and  make  prices  the  measure  of  inter- 
national exchanges  instead  of  values  ;  for  prices  tend  to  range 
highest  where  most  money  circulates,  i.e.,  in  the  most  manu- 
facturing country,  and  lowest  where  least  money  circulates, 
i.e.,  in  the  least  manufacturing  country.  But  since  with  price 
as  a  standard  the  cheapest  manufactures  command  the  largest 
sales,  and  not  those  lowest  in  food-value,  it  necessarily  follows 
that,  under  an  international  currency,  the  manufactures  of  the 
least  advanced  countries  are  given  an  enormous,  but  wholly 
unjust,  advantage  over  those  of  the  most  advanced,  and  the 
manufacturing,  and  therefore  commercial,  superiority,  belong- 
ing economically  to  the  latter,  is  at  once  transferred  artificially 
and  wrongfully  to  the  former. 

Again,  under  exclusively  national  currencies  the  volume  of 
every  country's  exports  will  be  regulated  by  the  volume  of  its 
imports,  and  the  volume  of  its  imports  by  the  capacity  of  its 
inhabitants  to  use  the  manufactures  or  consume  the  food  im- 
ported. The  total  volume  of  any  country's  trade  will  con- 
sequently be  determined  by  the  purchasing  capacity  of  its 
inhabitants — which  capacity  will  depend  (1)  upon  their 
number  ;   (2)  upon  their  individual  freedom  and  prosperity. 

A  country  with  ten  million  inhabitants  in  the  same  stage 
of  economic  development  as  one  with  twenty,  and  with  no 
greater  facilities  for  trading,  cannot  expect  to  do  more  than 
half  as   much   trade  as  the  latter.      But  a   country  with    ten 
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million  inhabitants  in  a  much  more  advanced  stage  of  de- 
velopment than  one  with  twenty  may  do  twice,  three,  four,  or 
five  times  as  much  trade  as  the  latter.  To  increase  the 
volume  of  its  trade,  therefore,  a  country  must  either  increase 
numerically  or  advance  economically,  or  both  increase  and 
advance  at  the  same  time.  If  in  both  respects  it  stands  still, 
vain  will  be  the  efforts  of  its  commercial  legislators. 

Bearing  these  conditions  in  mind,  the  total  of  each  country's 
imports,  which  regulate  the  total  of  its  exports,  will  naturally 
divide  itself  into  two  broad  classes,  viz.,  into  importations  of 
Wealth  and  importations  of  Capital — the  volume  of  each 
being  determined  by  the  conditions  of  home  production. 

Where  the  number  of  home  food-producers  is  very  large  as 
compared  with  that  of  home  Wealth-producers,  the  imports 
will  necessarily  consist  almost  entirely  of  manufactures  or 
raw  material,  and  not  at  all,  or  very  little,  of  food.  The 
Wealth-producers,  therefore,  of  a  country  in  this  stage  of 
development  cannot  possibly  command  the  custom  of  another 
country  in  the  same  or  an  earlier  stage,  as  they  cannot  accept 
in  payment  for  their  manufactures  the  food-products  which 
are  already  superabundant  at  home.  The  Wealth-producers, 
therefore,  of  a  food-exporting  country  can  never  compete  success- 
fully in  any  third  and  rural  market  with  those  of  a  food- 
importing  country. 

Where,  on  the  contrary,  the  number  of  home  Wealth- 
producers  is  very  large  as  compared  with  the  number  of 
home  food-producers,  the  imports  will  necessarily  consist  to 
a  very  large  extent  of  food  and  raw  materials,  and  to  a  very 
small  one  of  finished  manufactures.  The  Wealth-producers, 
therefore,  of  a  country  in  this  stage  of  development  wrill 
necessarily  command  the  markets  of  most  countries  in  earlier 
stages. 

To  secure  an  equal  increase  in  imports,  both  of  Wealth  and 
of  Capital,  each  of  the  two  great  producing  classes  at  home 
must  multiply  at  fairly  equal  rates. 

But  if  we  assume  a  tendency  in  all  civilised  nations  to 
advance   economically,  international   commerce   as    here    de- 
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scribed  must  tend  more  and  more  to  become  an  exchange  of 
national  specialities.  For  no  nation  can  hope  to  permanently 
retain  a  world-wide  supremacy  in  the  commoner  manufactures, 
since  these  must  everywhere  develop  locally  under  the  com- 
petitive stimulus  which  makes  such  development  the  shortest 
cut  to  individual  prosperity  ;  and  such  development  implies 
the  gradual  displacement  of  foreign  manufactures  by  home 
ones.  But  such  displacement  must  always  be  very  gradual, 
if  no  injurious  obligation  is  laid  upon  home  food-producers  to 
hasten  it  ;  so  gradual,  indeed,  as  merely  to  change  the 
direction  of  foreign  energy,  giving  it  ample  time  either  to  find 
new  markets  or  devote  itself  to  other  productions.  In  respect 
to  large  classes  of  productions,  however,  Nature  herself  creates 
monopolies,  bestowing  upon  the  inhabitants  of  different  regions 
the  command  of  specialities  of  which  no  art  can  deprive  them, 
and  determining  the  movements  of  commerce  upon  broad 
lines,  to  which  human  efforts  must  more  and  more  conform. 
As,  for  instance,  between  producers  in  the  temperate  and  the 
torrid  zones  there  cannot  be  increasing  competition  but  only 
multiplying  exchanges,  the  superfluities  of  the  one  region 
supplying  deficiencies  in,  or  satisfying  desires  of,  the  other. 
So  with  regions  still  divergent  but  not  so  contrasting,  each 
can  supply  something  that  the  other  has  not — the  warmer 
lands,  wine  and  oil  and  silk  ;  the  colder,  corn  and  woollens 
and  linens.  As  each  nation  rises,  therefore,  in  the  scale  of 
civilisation,  commerce  between  them  must  necessarily  become 
more  and  more  a  matter  of  exchanges  abroad  and  sales  at 
home,  a  recognition  of  which  tendency  demands  the  provision 
of  constantly  increasing  facilities  for  the  multiplication  of 
home  food-producers  in  order  that  home  Wealth-producers 
may  not  be  left  dependent  for  existence  upon  the  vanishing 
custom  of  foreign  food-producers,  or  the  enlightened  self- 
restraint  of  foreign  Wealth-producers. 

A  disregard  of  this  tendency,  not  unnatural  in  view  of  the 
developments  exhibited  in  the  7th  stage  of  our  Table,  must 
always  be  attended  with  unfortunate  results.  These  develop- 
ments  show  the   functions   of  the   import    merchant   divided 
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between  the  importer  of  foreign  Capital,  i.e.,  the  grain 
merchant,  and  the  importer  of  foreign  Wealth.  While  as  the 
operations  of  the  former  increase  in  volume  and  importance, 
home  Wealth-producers  and  merchants  can  hardly  be  blamed, 
perhaps,  if  they  attach  an  exaggerated  importance  to  their 
advent,  and  deem  henceforth  that  the  interests  of  home  food- 
producers  may  now  be  ignored  without  danger  and  their 
numbers  reduced  without  loss.  How  erroneous  this  conclu- 
sion is  and  disastrous  its  effect  is  only  realised  as  foreign  food 
markets  are  gradually  closed  to  them  through  the  develop- 
ment of  foreign  manufactures. 

Money-Investment. 

Lastly,  as  to  finance.  Now,  merchants  and  profits  are 
not  dependent  for  their  existence  upon  the  invention 
of  money,  although  enormously  multiplied  by  its  use. 
But  investors  and  dividends  are  the  children  of  deposits, 
and,  apart  from  money,  have  no  existence  at  all.  The 
accumulation  of  deposits,  therefore,  wherever  security  pre- 
vails, is  inevitably  productive  of  investors  and  dividends. 
But  just  as  the  acquisition  of  profit  by  merchants  does 
not  reduce  the  wages  of  Wealth-producers  nor  the  com- 
forts of  Capital-producers,  but  on  the  contrary  tends  to 
raise  both,  so  the  receipt  of  dividends  by  investors  does  not 
reduce  the  profits  of  merchants,  but  on  the  contrary  tends  to 
raise  them.  For  as  competition  amongst  merchants  increases, 
each  must  "  turn  over "  an  increased  quantity  of  stock  in 
order  to  realise  the  same  return  in  profit.  But  such  increased 
"  turn  over  "  cannot  be  made  without  the  investment  of  in- 
creased deposits — which  deposits  merchants  must  either 
borrow  from  investors,  if  they  do  not  own  them  themselves, 
paying  dividends  for  their  use,  or  else  see  their  profits 
diminish.  To  investors  consequently  belong  as  dividends 
all  payments  made  by  merchants  for  the  use  of  deposits. 
No  one  consequently  is  entitled  to  receive  dividends  who 
does   not   own   the   deposits    for   which    they   are    paid  ;    nor 
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indeed  can  anyone  obtain  them  except  by  lending  deposits 
which  do  not  belong  to  him,  or  what  pretend  to  be,  but  are 
not,  deposits  at  all — of  which  acts  the  former  robs  investors 
of  what  we  now  see  is  their  special  property,  and  the  latter 
the  community  of  what  we  shall  see  is  civilisation's  freest 
gift. 

Conclusion. 

It  will  be  seen  that,  economically  regarded,  the  motive 
power  of  the  civilisation  we  have  been  considering  is  the 
competition  of  individuals,  not,  be  it  well  observed,  for  a 
sufficiency  of  food,  but  for  an  increase  in  comforts.  A  mere 
sufficiency  of  food  for  the  support  of  life  is  the  purely  animal 
level,  higher  and  higher  above  which  human  intelligence  is 
ever  seeking  to  rise,  while  below  it  human  industry,  if  per- 
mitted to  freely  develop  upon  the  lines  of  mutual  benefit 
outlined  here,  need  never  fall. 

It  is  then  a  desire  for  more  and  more  varied  comforts,  that 
is,  for  more  and  more  varied  Wealth-products,  that  leads  to  the 
successive  development  of  the  Wealth-producer  from  the 
Capital-producer,  of  the  merchant  from  the  Wealth-producer, 
of  the  investor  from  the  merchant,  and  to  the  subsequent 
multitudinous  ramifications  that  spring  from  these  main 
developments.  It  is  this  desire  that  leads  to  extensions  in 
trade,  to  inventions  in  mechanics,  to  discoveries  in  science,  to 
improvements  in  art,  to  the  thousand  and  one  means  by 
which  individuals,  seeking  to  benefit  themselves,  but  with- 
held from  injuring  others,  benefit  their  fellow-countrymen  and 
the  world.  It  is,  in  short,  competition  amongst  individuals,  to 
whatever  extent  this  is  ensured  fair  as  well  as  free  play,  that 
more  and  more  differentiates  men  from  animals,  and  removes 
them  further  and  further  from  the  need  for  that  ceaseless 
struggle  for  daily  food  which  is  the  inexorable  doom  of  un- 
reasoning and  uncontrolled  desire. 

Thus  the  primary  condition  of  economic  progress  is  freedom 
and  fairness  of  competition  amongst  individuals  for  comforts. 
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But  such  a  condition  of  necessity  supposes  the  existence  of 
some  accepted  and  acknowledged  authority,  whose  special 
function  it  is  to  preserve  that  freedom  to,  and  ensure  that 
fairness  towards,  individuals,  without  which  all  competition  of 
necessity  degenerates  into  a  merely  animal  assertion  of  force, 
a  purely  natural  preying  of  the  strong  upon  the  weak.  A 
consideration  of  this  authority,  and  of  its  economic  functions, 
brings  us  to  the  next  part  of  our  subject,  "  Government,  and 
the  discharge  of  its  duties." 


BOOK  IV 

GOVERNMENT 

— :  o  : — 

CHAPTER    I 

ITS     FUNCTIONS 

In  our  previous  pages  we  have  sketched  the  development  of 
the  three  great  classes — the  Agricultural,  the  Manufacturing, 
and  the  Commercial — into  which  every  community,  as  it  pro- 
gresses, strives  to  divide  itself;  and,  tempted  by  the  broad 
similarity  of  this  process  to  that  of  the  growth  of  a  tree,  we 
have  occasionally  spoken  of  it  as  "  natural."  And  yet,  as  a 
matter  of  fact,  no  process  could  be  more  "  unnatural."  For 
though  the  ordered  sequence  of  division  of  stem  into  branches, 
of  branches  into  twigs,  and  of  twigs  into  leaves,  is  a  normal  pro- 
cedure in  the  case  of  a  tree,  every  atom  of  which  yields 
implicit  obedience  to  the  law  regulating  the  perfect  develop- 
ment of  the  whole,  the  state  of  things  is  very  different  when 
the  "tree"  is  an  aggregation  of  men,  forming  its  branches  of 
divergent  classes,  its  twigs  of  conflicting  interest,  and  its  leaves 
of  rival  occupations;  when  every  "natural"  impulse  leads 
each  of  these  away  from  the  discharge  of  functions  and 
towards  the  acquisition  and  abuse  of  power;  when  progress 
becomes  possible  only  if  each  separate  class,  or  interest,  or 
occupation,  if  possessed  of  power,  cither  unnaturally  refrains 
or  is  authoritatively  restrained  from  abusing  it — from  enforcing 
those  measure^,  that  is,  which  promise  the  easiest  and  most 

immediate  benefit  to  itself  regardless  of,  or  in  opposition  to, 
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the  interests  of  others.  But  to  expect  that  numbers  of  men 
united  by  common  interests,  impelled  by  common  desires, 
and  smarting  perhaps  under  a  sense  of  common  wrongs,  will 
unnaturally  refrain  from  misusing  power  when  at  length  they 
obtain  it,  is  to  expect  what  human  experience  teaches  us 
never  happens. 

When,  consequently,  there  is  no  authority  to  restrain,  the 
prospect  of  continued  progress  in  any  community  is  practi- 
cally hopeless  ;  since  progress,  under  such  conditions,  demands 
the  voluntary  conformity  of  all  men  to  some  acknowledged 
and  infallible  standard  of  individual  conduct.  While  even 
if  there  be  such  authority,  the  prospect  brightens  only  in 
proportion  as  it  acquires  the  wisdom  to  discern  and  the  will 
to  do  what  is  right. 

Necessarily,  however,  in  this  preliminary  inquiry  into  "  the 
universal  relations  that  must  everywhere  subsist  between  the 
producers  of  Wealth  and  the  producers  of  Capital  to  allow  of 
the  freest  production  of  both  and  sale  of  the  former  for  the 
latter,"  we  must  assume  that  this  authority,  the  Government 
of  the  State,  which  alone  can  ensure  the  preservation  of  these 
relations,  is  possessed  of  the  power,  the  wisdom,  and  the  will 
required  for  the  discharge  of  its  momentous  functions.  So 
that  it  only  requires  us  to  ascertain  what  these  functions 
are. 

These  functions  in  their  entirety  may  be  broadly  divided 
into  four  distinct  yet  always  interdependent  classes:  (i) 
The  Political;  (2)  The  Judicial;  (3)  The  Economical;  and  (4) 
The  Social.  The  Political  functions  being  those  the  dis- 
charge of  which  is  essential  to  the  defence  and  extension  of 
the  State;  the  Judicial  to  the  prevention  and  repression  of 
crime ;  the  Economical  to  the  production  and  distribution 
of  food ;  the  Social  to  the  health  and  conduct  of  the  people. 

Nor  can  the  discharge  of  any  one  of  these  functions  be 
neglected  or  perverted  without  sooner  or  later  making  that  of 
the  others  impossible.  If  the  State  be  not  defended  from 
attack,  there  can  be  no  successful  repression  of  crime.  If 
crime  be  not  successfully  repressed,  there  can  be  no  increase 
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in  the  production  or  justice  in  the  distribution  of  food.  If 
there  be  no  increase  in  the  production  or  justice  in  the  distri- 
bution of  food,  there  can  be  no  improvement  in  the  health  and 
conduct  of  the  people.  If  there  be  no  improvement  in  the 
health  and  conduct  of  the  people,  there  can  be  no  prosperous 
growth  in  their  number;  while  if  there  be  no  prosperous 
growth  in  the  number  of  its  people,  the  State  that  in  this 
respect  stands  still  or  retrogrades  will  be  absorbed  at  length 
by  one  or  other  of  the  more  progressive  and  multiplying 
peoples  around  it.  Prosperous  growth  in  population  being 
thus  essential  to  continued  national  existence,  towards  this 
goal  every  civilised  State  must  either  advance  or  perish. 
Necessarily,  then,  prosperous  grozvtJi  in  the  number  of  its  people 
becomes  tJie  one  infallible  test  of  ecotiomic  success  in  the  Govern- 
ment of  any  State. 

No  one  of  these  functions  of  Government,  then,  can  be 
rightly  declared  superior  or  inferior  to  the  rest.  Each  in  its 
order  is  essential,  although  at  any  given  time  circumstances 
may  invest  the  discharge  of  some  one  class  of  functions  with 
a  special  and  supreme  importance.  Necessarily,  then,  each  of 
these  classes  demands  a  careful  and  separate  study.  Those 
with  which  we  are  concerned  are  the  economic  functions,  in 
dealing  with  which  we  must  necessarily  assume  the  effective 
discharge  of  the  political  and  the  judicial  functions  of 
Government — that  is,  we  must  suppose  that  peace  is  pre- 
served, that  crime  is  repressed,  that  property  is  secure,  and 
that  each  man  is  free,  so  long  as  he  injures  no  one,  to  choose 
whatever  occupation  suits  him  best  and  to  pursue  it  without 
let  or  hindrance  from  any. 

Now,  the  economic  functions  of  Government  as  just  stated 
are  those  the  discharge  of  which  is  essential  to  the  increased 
production  and  distribution  of  food.  But  once  civilisation, 
that  is,  the  sale  of  manufactures,  has  commenced,  an  increase 
in  the  production  and  distribution  of  food  becomes  synony- 
mous with  an  increase  in  the  production  and  distribution  of 
food  oj  a  special  character,  vi.-j.,  with  Capital,  which  is  food 
raised   by  the   producer,  not   for   his  own   consumption,  but 
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with  intent  to  purchase  something,  at  first  a  commodity,  but 
eventually  always  the  money-tokens  through  which  alone 
commodities  can  be  acquired.  The  economic  functions  of 
Government  thus  eventually  become  those  the  discharge 
of  which  is  essential  to  the  increased  production  and  distribu- 
tion of  Capital. 

Of  course  the  production  of  food  for  maintenance  must 
always  precede  that  of  food  for  purchase,  so  that  before  the 
latter  can  take  place  the  former  must  be  possible.  In  the 
temperate  zone,  however,  where  water  is  supplied  by  rain 
from  heaven,  and  only  its  excess  needs  commonly  to  be 
dealt  with,  the  production  of  food  for  maintenance  usually 
requires  nothing  but  industry  from  the  individual.  But  over 
considerable  areas  of  the  earth's  surface  individual  industry 
does  not  suffice  by  itself  for  the  production  even  of  food  for 
maintenance.  Such  areas  are  those  the  cultivation  of  which 
is  impossible  without  either  irrigation  or  defence  from  inunda- 
tion, or  both,  requiring  works  of  such  magnitude  as  vastly 
exceed  the  powers  of  individuals.  These  special  cases, 
however,  must  be  considered  by  themselves.  For  the  present 
we  must  assume  the  possibility  of  food  being  produced  for 
maintenance  without  the  prior  construction  of  costly  works. 
So  that  the  question  for  immediate  consideration  is,  how  can 
Government  ensure  the  production  of  such  increasing  quan- 
tities of  Capital  as  shall  suffice  for  the  support  of  a  multi- 
plying industrial,  i.e.,  urban  population. 

A  moment's  consideration  of  this  question  will  make  it 
clear  that  there  are  but  two  ways  in  which  any  Government 
can  attempt  to  accomplish  this  purpose.  It  can  strive  to 
compel  an  increased  production  by  applying  force,  directly 
through  officials  or  indirectly  through  laws ;  or  it  can  strive 
to  induce  it  by  offering  incentives  sufficiently  strong  to  tempt 
individual  producers  to  increased  production.  The  nature  of 
the  method  employed  determines  the  entire  character  of  the 
Government.  It  cannot  adopt  both  as  a  permanency,  but 
must,  as  the  need  for  a  larger  production  increases,  advance 
continuously  towards  one   goal    and    away   from   the  other, 
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towards  attempted  compulsion  and  away  from  proffered 
inducement,  or  towards  proffered  inducement  and  away  from 
attempted  compulsion. 

Now,  to  compel  the  production  of  Capital  is,  in  its  most 
mitigated  form,  serfdom,  and,  in  its  most  extreme,  slavery  ; 
that  is,  it  is  robbery  of  a  less  or  more  flagrant  kind,  the 
forcible  taking  away  from  a  man  the  products  of  his  labour 
without  giving  him  a  full  or  any  return  for  them.  In  practice 
this  system  necessarily  fails  in  the  long  run,  since  the  number 
of  slaves  at  length  exceeds  the  total  of  the  free,  and  attack 
from  without  or  revolution  within  puts  an  end  to  both  the 
system  and  the  State.  This  system,  which  was  the  inevitable 
goal  of  the  pagan  world,  is  not,  properly  speaking,  an 
economic  system  at  all,  seeing  that  it  involves  a  negation  of 
the  primary  law  of  economical  science,  "  Thou  shalt  not  steal." 

The  use  of  force,  therefore,  presents  no  true  economic 
alternative  to  the  proffer  of  inducement  as  a  means  of 
insuring  an  increased  production  of  Capital.  It  is,  therefore, 
towards  the  proffer  of  inducements  to  food-producers  to 
produce  increasing  quantities  of  Capital  that,  in  normal  times, 
the  whole  economic  efforts  of  Government  require  to  be 
directed. 

But  it  is  obvious  that  before  cultivators  can  be  induced  to 
increase  their  production  of  Capital,  they  must  first  be  sure  of 
retaining  possession  of  whatever  Capital  they  produce. 
Assurance  as  to  the  ownership  of  Capital  must  therefore  precede 
any  successful  attempt  of  Government  to  induce  its  increased 
production. 

But  assurance  as  to  the  ownership  of  Capital  has,  apart 
from  excessive  or  arbitrary  taxation  by  the  Government 
itself,  no  other  meaning  for  the  cultivator  than  assurance  as 
to  the  ownership  of  his  "  estate "  or  property  in  the  land 
he  cultivates;  which  "estate"  or  property  eventually  and 
invariably  comes  to  consist,  as  already  shown,  of  a  right  of 
occupation  and  disposal  at  a  fixed  produce-rent — a  right,  that 
is,  to  whatever  surplus  food  or  Capital  remains  after  the  fixed 
produce-rent  has  been   paid.     Necessarily,  then,  this  "  estate  " 
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or  property  is  curtailed  or  confiscated  by  any  and  every  rise 
in  rent,  no  matter  what  form  this  rise  assumes,  or  by  what 
name  it  is  called. 

Now,  the  particular  form  assumed  by  a  rent-payer's 
estate  irresistibly  invites  encroachment  by  the  rent-receiver, 
until  at  length  the  entire  "estate"  is  either  confiscated  by 
rises  in  rent  or  remains  in  constant  danger  of  being  so,  and 
the  cultivator  is  reduced  from  the  status  of  a  freeman  and 
proprietor  to  that  of  a  feudal  serf  or  "  tenant  at  will."  But 
confiscation  such  as  this  requires  the  connivance  and  co- 
operation of  the  Government — requires,  that  is,  that  it  shall 
violate  its  judicial  functions.  Since,  however,  in  primitive 
states  of  society,  the  Government  is  either  directed  by  rent- 
receivers  or  is  itself  a  large  receiver  of  rent,  such  connivance 
or  co-operation  has  always  been  obtained,  until  at  length 
even  the  tradition  of  a  rent-payer's  assured  "estate"  in  the  land 
he  occupies  disappears,  and  any  revival  of  a  claim  to  it,  "  as  of 
right,"  is  regarded  as  a  new  and  unheard-of  imposition. 

Before,  then,  any  Government  can  even  begin  to  effectively 
discharge  its  economic  functions,  and  promote  an  increased 
production  of  Capital,  it  must  first  recognise  the  nature  and 
extent  of  every  cultivator's  interest  or  "  estate  "  in  the  land  he 
cultivates,  and  protect  him  from  any  and  every  form  of  a  rise 
in  his  produce-rent ;  that  is,  it  must,  as  already  stated, 
effectively  discharge  its  judicial  functions  before  it  can 
address  itself,  with  any  hope  of  success,  to  inducing  an 
increased  production  of  Capital  through  an  intelligent  dis- 
charge of  its  economic  functions. 


CHAPTER  II 

THE   INCREASED   PRODUCTION    OF   CAPITAL 

WHEN  the  Government,  by  a  discharge  of  its  judicial 
functions,  has  secured  his  estate  in  land  to  the  cultivator  by 
protecting  him  from  any  and  every  form  of  a  rise  in  rent,  it 
has  not  yet  placed  him  in  a  position  to  freely  increase  his 
production  of  Capital.  For  this  he  requires  perfect  freedom 
to  cultivate  whatever  crop  he  finds  the  most  advantageous, 
and  such  freedom,  as  long  experience  proves,  and  we  have 
already  explained  (p.  27),  is  incompatible  with  the  collection 
of  rents  in  kind.  We  have  now,  therefore,  reached  this 
peculiar  position,  that  whereas  security  for  cultivators 
demands  fixity  in  produce  payments,  progress  in  agriculture 
forbids  the  collection  of  rents  in  kind.  From  this  deadlock 
in  things  agricultural  there  is  but  one  means  of  escape,  viz., 
the  commutation  of  fixed  produce-rents  into  fixed  money-pay- 
ments, provided  always  that  such  fixed  money-payments 
continue  to  represent,  on  an  average  of  years,  the  original 
quantities  of  produce.  But  this  commutation  invariably  does 
take  place  by  mutual  agreement  between  rent-payer  and 
rent-receiver  whenever  food-prices  remain  stationary  for  any 
lengthened  period  and  the  obligation  to  pay  only  fixed 
quantities  of  produce  as  rent  is  recognised.  It  only  needs, 
therefore,  when  the  latter  condition  is  satisfied,  that  food- 
prices  be  kept  stationary  for  prolonged  periods  to  ensure  the 
voluntary  commutation  of  fixed  produce-rents  into  fixed 
money-payments,  and,  through  such  commutation,  the  attain- 
ment of  the  two  essential  preliminaries  to  the  increased 
production  of  Capital,  viz.,  fixity  in  produce-rents  and  freedom 
to  cultivate  any  product. 

Since,  then,  the  securing  of  these  two  essentials  to  the  in- 
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creased  production  of  Capital  becomes  possible  only  through 
the  maintenance  of  stability  in  food-prices,  obviously  the 
maintenance  of  stability  in  food-prices  becomes  the  primary 
economic  duty  of  every  civilised  Government,  a  faithful  dis- 
charge of  which  alone  makes  possible  that  increasing  produc- 
tion of  Capital  which  is  essential  to  the  support  of  a  multiplying 
urban  population.  But  the  maintenance  of  stability  in  food- 
prices  depends,  as  we  shall  presently  learn,  upon  a  just 
regulation  of  the  currency.  For  the  moment,  then,  we  must 
assume  that  the  currency  is  justly  regulated,  and  stable  food- 
prices  maintained,  just  as  we  now  did  that  justice  was 
effectively  administered,  and  their  "  estates "  secured  to 
cultivators,  since,  until  this  is  done,  no  Government  can 
even  begin  to  encourage  effectively  an  increased  production 
of  Capital. 

Hut  the  mere  possession  by  cultivators  of  a  secure  "  estate  " 
in  land,  through  an  effective  administration  of  justice,  and  of 
freedom  to  cultivate  any  product,  through  the  maintenance  of 
stability  in  food-prices  and  the  payment  of  rents  in  money, 
only  permits  of  an  increased  production  of  Capital,  while  in  no 
way  ensuring  its  being  produced.  For  this  inducements  must 
be  offered  to  cultivators,  strong  enough  to  tempt  them  to 
undertake  the  increased  labour  involved  in  raising  it. 

Now,  such  inducements  are  supplied  in  various  ways  :  (i) 
Through  the  exhibition  of  manufactures  which  satisfy  needs 
already  felt  or  create  desires  that  crave  satisfaction.  (2) 
Through  the  desire  to  accumulate  deposits  when  the  use  of 
money  has  become  general.  (3)  Through  the  emulation 
which  makes  one  individual  or  family  vie  in  display  with 
another.  (4)  Through  the  need  to  advance  the  interests  of 
children.  Through  the  thousand  and  one  requirements  and 
ambitions  which  civilisation  successively  creates.  But  each  of 
these  special  inducements  to  raise  more  Capital  can  eventually 
be  satisfied  only  in  the  same  general  way,  viz.,  by  the  pre- 
liminary acquisition  of  money-units  or  food-tokens  in  order 
to  subsequently  gratify  the  particular  desire,  no  matter 
whether  this  be  the  purchase  of  manufactures,  the  accumu- 
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lation  of  hoards,  the  emulation  of  display,  the  advancement 
of  children,  or  any  other  civilised  desire.  Ultimately,  there- 
fore, alt  inducements  to  the  increased  productio?i  of  Capital  reduce 
tJiemsetvcs  to  a  single  desire — that  of  acquiring  an  increasing 
number  of  money,  currency,  or  food-tokens.  But  this  simple 
desire  can  be  satisfied  only  in  one  way,  viz.,  through  an  in- 
crease in  the  operations  of  merchants,  for,  in  every  civilised 
community,  it  is  merchants  who  are  the  general  distributors 
of  money.  Thus  what  is  needed  to  induce  an  increased  pro- 
duction of  Capital  is  the  provision  of  facilities  for  increased 
operations  by  merchants. 

But  the  operations  of  merchants,  as  we  know,  are  wholly 
concerned  with  exchanges  and  sales  of  Wealth.  So  that, 
though  no  Government  is  theoretically  concerned  in  making 
its  people  wealthy,  practically  it  is  only  by  providing  them 
with  increased  facilities  for  becoming  so  that  it  can  ensure 
that  increased  production  of  Capital,  without  which  a  multi- 
plying urban  population  cannot  be  maintained.  We  need  not 
further  concern  ourselves,  then,  with  the  theoretical  object  of 
Government,  viz.,  the  increased  production  of  Capital,  but  only 
with  the  practical  measures  it  must  take  to  secure  the  attain- 
ment of  this  object,  which  measures  confine  themselves  to 
such  as  are  essential  to  facilitating  exchanges  and  sales  of 
Weal  tli. 

Just,  then,  as  we  previously  found  that  the  remedy  for  a 
continuous  fall  in  wages  did  not  lie  in  anything  connected 
with  wage-earners,  but  with  the  securing  of  their  estates  to 
food-producers,  enabling  them  to  let  land  freely,  so  we  now 
find  that  the  remedy  for  uncertain  and  insufficient  supplies  of 
food  does  not  lie  in  anything  connected  with  cultivators,  but 
with  the  provision  of  facilities  for  merchants,  enabling  them 
to  sell  manufactures  freely.  It  is,  therefore,  to  the  measures 
which  every  Government  must  take  to  facilitate  exchanges 
and  sales  of  Wealth  that  wc  now  require  to  direct  our 
attention. 


CHAPTER     III 

THE   INCREASED   SALE   OF   MANUFACTURES 

We  have  just  seen  that  before  Government  can  successfully 
promote  an  increased  production  of  Capital,  it  must  protect 
its  cultivators  from  confiscatory  rises  in  rent,  through  an 
effective  discharge  of  its  judicial  functions.  Similarly,  before 
a  Government  can  successfully  promote  an  increased  sale  of 
manufactures,  it  must  protect  its  merchants  from  confiscatory 
blackmail,  tolls,  or  duties,  through  an  effective  discharge  of 
its  political  functions  ;  for  merchants  require  to  be  secured  in 
possession  of  their  "  stock  "  in  order  to  trade  with  confidence, 
just  as  tenants  require  to  be  secured  in  possession  of  their 
"  estates  "  in  order  to  cultivate  with  freedom.  And  black- 
mails, tolls,  and  duties,  have  just  the  same  retarding  effect 
upon  mercantile  operations  as  rises  in  produce-rents  have 
upon  agricultural  ones,  inasmuch  as  they  reduce  the  profits  of 
merchants  and  diminish  the  volume  of  their  sales.  One  of 
the  most  important  political  functions,  therefore,  of  every 
Government  is  to  secure,  so  far  as  it  can,  the  reduction,  or 
removal,  of  these  exactions  wherever  imposed  ;  for  there  can 
be  no  freedom  for  trade  where  such  payments  are  enforced, 
and  without  freedom  for  trade,  neither  merchants,  Wealth - 
producers,  nor  cultivators,  can  derive  the  fullest  benefit  from 
the  faithful  discharge  by  the  Government  of  its  economic 
functions. 

Assuming,  then,  the  effective  discharge  of  its  political 
functions  by  Government,  and  the  removal  through  such 
discharge,  as  far  as  is  possible,  of  all  confiscatory  hindrances 
to  mercantile  operations  in  markets,  we  have  to  ask  by  what 
means  can  the  Government  best  promote  the  increased  sale 
of  manufactures  in  them  ?     To  this  question  there  is  but  one 
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answer  :  "  By  the  provision  of  increasing  facilities  for  transport 
to  them." 

Necessarily,  therefore,  the  provision  of  increasing  facilities 
for  transport  to  markets  becomes  the  second  great  economic  duty 
of  Government,  since  upon  its  discharge  depends  the  offer  of 
such  inducements  to  cultivators  as  can  alone  ensure  an  in- 
creased production  of  Capital.  While,  then,  the  primary 
economic  duty  of  Government  is  to  maintain  stability  in  food- 
prices  by  a  just  regulation  of  its  currency,  in  order  to  permit 
of  an  increased  production  of  Capital,  its  secondary  economic 
duty  is  to  provide  increasing  facilities  for  the  transport  of 
manufactures  to  markets,  in  order  to  ensure  such  increase 
being  produced. 

But  the  obligation  thus  resting  upon  Government  to  enable 
merchants  to  reach  all  markets  more  readily  does  not  require 
them,  be  it  well  understood,  to  interfere  with  the  operations 
of  carriers,  or  undertake  any  of  their  functions.  On  the  con- 
trary, every  Government  exceeds  its  duty,  and  eventually 
injures  the  community,  if  it  competes  with  carriers  for  freights, 
or  prevents  their  earning  them  ;  for  freights  are  the  proper 
rewards  to  carriers  for  the  transport  of  commodities,  and  with 
transport  itself  the  Government  has  nothing  to  do,  its  functions 
being  confined  to  promoting  competition  amongst  carriers, 
and  so  ensuring  continuous  reductions  in  freights.  What 
alone,  then,  is  required  from  Government,  is  that  they  should 
provide  carriers  with  increasing  facilities  for  the  conveyance 
of  commodities,  or,  it  may  be  even,  in  order  to  start  competi- 
tion, with  attractive  and  temporary  rewards  for  doing  so — 
the  rewards  taking  the  shape  of  bounties  open  to  competition, 
and  the  facilities  that  of  more  or  better  roads  for  carriages,  of 
more  or  larger  canals  for  boats,  of  more  or  more  commodious 
harbours  for  ships,  or  of  whatever  other  means  for  speedier 
and  safer  communication  the  progress  of  science  may  suggest 
or  the  revenues  of  Government  permit. 

For  these  facilities  will  never  be  provided  by  individuals, 
except  at  the  price  of  monopolies  which,  however  temporarily 
beneficial   to  the  public  when   first  granted,  ultimately  put   a 
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stop  to  that  competition  amongst  carriers  which  alone  ensures 
those  continuous  reductions  in  freight  which  are  essential  to 
the  prosperity  of  a  growing  trade. 

Thus  Government  is  called  upon  to  promote  the  sale  of 
manufactures  through  the  provision  and  maintenance  of 
more  and  better  roads,  of  longer  and  larger  canals,  of  more 
numerous  and  spacious  harbours,  and  of  any  other  facilities 
for  speedier  and  safer  communication  that  the  increase  of 
knowledge  suggests  ;  while  the  discharge  of  this  duty 
necessarily  involves  the  employment  of  a  constantly  larger 
army  of  State  labourers,  and  the  disbursement  to  this  army  of 
a  constantly  larger  volume  of  State  pay. 

It  now  only  remains  to  show  how,  by  determining  the  nature 
and  regulating  the  amount  of  these  disbursements  which  are 
essential  to  the  discharge  of  the  second  great  economic  duty 
of  Government,  the  provision  of  increasing  facilities  for 
transport,  it  is  also  enabled  to  discharge  its  first  great 
economic  duty,  the  maintenance  of  stability  in  food-prices. 
So  that  these  two  great  economic  functions,  upon  the  effective 
discharge  of  which  depends  the  provision  of  a  constantly  in- 
creasing supply  of  food  for  the  people,  must  be  fulfilled  by  the 
yearly  expenditure  by  the  State  of  a  regulated  but  ever- 
growing number  of  food-tokens,  and  can  be  adequately 
fulfilled  in  no  other  way. 


CHAPTER    IV 

THE   INCREASED   PRODUCTION    OF   MANUFACTURES 

It  will  be  seen  that  in  dealing  with  the  economic  duties  of 
Governments  to  their  subjects,  we  seem  to  have  ignored  the 
great  class  of  Wealth-producers,  recognising  economic  obliga- 
tions on  the  part  of  Government  only  to  cultivators  and 
merchants.  But  it  will  be  found  on  closer  examination  into 
the  subject  that  wage-earners  in  the  production  of  Wealth 
demand  neither  assistance  nor  protection  from  the  Govern- 
ment ;  all  they  require  is  that  the  purchases  of  merchants 
shall  be  steady  and  large  enough.  Their  daily  demand  for 
food  compels  a  continuous  production  of  manufactures  to  be 
sold  for  it,  and  their  only  concern  is  that  the  food  returns 
they  obtain  for  those  manufactures  shall  be  the  largest  pos- 
sible. But  these  returns  are  not  directly  affected  by  general 
movements  in  price,  since  their  sales  to  merchants  for  food- 
tokens  and  their  purchases  of  food  with  these  tokens  are 
practically  contemporaneous.  Currency  questions  conse- 
quently have  never  the  same  interest  or  meaning  for  wage- 
earners  as  they  have  for  food-producers,  these  latter  being 
under  continuous  produce  contracts  expressed  in  terms  of 
money,  whereas  the  former  are  under  no  continuous  contracts 
whatever. 

What  alone  wage-earners  demand  from  Government  to 
prevent  that  artificial  overcrowding  of  the  labour  market 
which  compels  a  needless  reduction  in  wages,  is  the  mainten- 
ance of  their  right  to  rent  land  freely,  and  so  produce  food  for 
themselves  when  they  can  no  longer  make  adequate  sales  to 
merchants.  But  the  maintenance  of  this  right,  as  already 
shown,  is  assured  to  wage-earners  by  the  Government  ensur- 
ing to  cultivators  the  secure  possession  of  their  "  estates  "  in 
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land.  Thus  wage-earners  ask  no  assistance  for  themselves  in 
producing  manufactures,  but  only  assistance  for  their  mercan- 
tile agents  in  selling  them.  It  is  therefore  by  the  facilitating 
of  sales  that  Government  can  alone  contribute  to  the  in- 
creased production  both  of  manufactures  or  Wealth,  and  of 
surplus  food  or  Capital. 


CHAPTER    V 

STATE   FOOD-TOKENS — THEIR    MATERIAL   NECESSARILY 

VALUELESS 

We  have  now  reached  the  heart  of  our  subject,  in  that  we 
require  to  show  how  it  rests  with  the  Government,  and  with 
the  Government  alone,  by  determining  the  material  of  its 
money  issues,  and  regulating  their  amount,  to  maintain 
stability  in  its  food-prices,  and  so,  by  ensuring  security  of 
"  estates  "  to  cultivators  and  freedom  to  cultivate  any  product, 
make  possible  a  free  production  of  Capital  ;  while,  by  direct- 
ing the  expenditure  of  these  issues,  so  as  to  provide  increasing 
facilities  for  transport,  it  can  ensure  the  offer  by  merchants  of 
increasing  attractions  to  cultivators,  and  so  induce  that 
increasing  production  of  Capital  which  is  essential  to  the 
support  of  a  multiplying  urban  population. 

The  entire  object  of  this  treatise  has  been  to  prove  that, 
in  a  condition  of  industrial  freedom,  true  purchases  are 
always  made  with  Capital  or  surplus  food,  or  with  tokens 
which  are  accepted  or  pass  current  only  because,  and  in 
proportion  as,  they  are  convertible  into  it.  And  we  have 
written  to  very  little  purpose  if  this  fundamental  economic 
truth  has  not  now  been  made  clear. 

Hut  the  great  class  of  merchants  or  intermediaries,  through 
whom  eventually  the  vast  majority  of  all  such  purchases  are 
made,  invariably  employ  tokens  of  food  and  not  food  itself, 
both  in  buying  from  Wealth-producers  and  selling  to  food- 
producers.  For  merchants  are  the  originators,  as  they  always 
remain  the  principal  distributors,  of  food-tokens  or  money,  and 
this  because  the  use  of  such  tokens  enormously  facilitates 
their  own  operations  without  in  any  way  interfering  with  the 
receipt   of  food    by   Wealth-producers   as    payment  for  their 
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manufactures,  or  its  payment  by  food-producers  in  purchase 
of  them.  For  Wealth-producers,  on  receipt  of  food-tokens 
from  merchants,  straightway  sell  part  of  them  for  food  in 
markets,  the  quantity  of  food  receivable  for  each  token 
determining  the  total  number  they  will  accept  for  their 
manufactures  from  merchants,  the  rate,  that  is,  of  their  money- 
wages.  While  food-producers  on  purchase  of  these  food- 
tokens  from  Wealth-producers  straightway  expend  part  of 
them  in  the  shops  of  merchants,  the  number  they  obtain  for 
given  quantities  of  food  determining  the  volume  of  such 
expenditure  in  shops. 

But  merchants  cannot  create  for  themselves   the   tokens  of 
food  which   they  employ,  simply  because  if  they  did  the  public 
would  not  accept  them  in  its  stead.     When  not  provided  for 
them,  then,  by  supreme  authority,  merchants   are  forced   to 
compose  their  food-tokens  of  fixed  weights  of  some  valuable 
material,  and   so  make  them  actual  equivalents   to,  and  not 
merely  tokens  of,  the  food  concerned.     So  that  equivalence  is 
essential  to  food-tokens  only  when  distrust  is  felt  as  to  their 
continued   currency   or  general   acceptance.      When    no    such 
distrust    is   felt,  every  community   advancing    in    civilisation 
exhibits    a    constantly    increasing    preference    for   valueless 
tokens  of  convenient   denominations   over   the  cumbersome, 
but  no  more  useful,  equivalents  in  precious  metals,  until  at 
last  such  community,  if  free  to  choose,  rejects  every  form  of 
valuable  money  in  favour  of  purely  representative  and  value- 
less   tokens.     When    confidence   exists    in    the  Government, 
then,  and   the   State   is  recognised  as  the  creator  of  money 
(the    right    of  such    creation    being,   indeed,   the    inalienable 
prerogative  of  every  Government),  nothing  but  ignorance  of 
the  true  functions  of  money,  and  how  to  justly  regulate  its 
issue,   binds    any   Government   to    the   precious   metals,  and 
deprives  it  and  its  subjects  of  the  priceless  benefits  attaching 
to  issues  of  money  regulated  in  accordance  with  the  economic 
needs  of  the  community. 

It  is  this  distrust  of  private  money,  for  which  no  permanent 
currency  can   be  ensured,  that  gives   rise   to  the  impression 
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that  State  money,  for  which  permanent  currency  can  always 
be  ensured,  must  also  be  an  equivalent  and  not  a  toker,  and 
sustains  the  assertion  that  money  that  is  not  an  equivalent  is 
a  fraud.  But  this  assertion  requires  acceptance  of  the  dictum 
that  money  is  desired  for  its  own  sake  and  not  for  the  things 
it  procures,  a  position  which  no  intelligent  reasoner  will 
maintain  ;  the  truth  being  that  so  long  as  the  currency  of 
money  in  all  markets  within  the  area  of  its  circulation  is 
secure — so  long,  that  is,  as  its  purchasing  power  over  com- 
modities in  these  markets  is  not  diminished — it  is  of  no 
importance  to  any  creditor  what  is  the  material  of  the  tokens 
paid  him  by  his  debtor.  But  it  is  of  supreme  importance  to 
the  Government  of  every  State  and  to  its  subjects  what  this 
material  is,  since  it  entirely  depends  upon  its  nature  whether 
the  former  can  faithfully  discharge  its  public  duties,  and  the 
latter  freely  pursue  their  several  occupations.  If  the  material 
of  a  State's  food-tokens  be  valuable,  then  its  Government 
must  remain  not  merely  powerless  to  preserve  stability  in  its 
food-prices,  and  so  ensure  secure  possession  of  their  "estates" 
to  food-producers,  but  powerless  also  to  supply  in  sufficient 
numbers  those  currency  tokens  which  eventually  become  the 
life-blood  of  a  civilised  community,  and  the  constantly  in- 
creasing demand  for  which  will  be  met  illegitimately,  to  the 
detriment  of  all  classes,  if  not  supplied  legitimately  by  the 
Government  for  their  benefit. 

No  Government,  then,  can  possibly  discharge  its  economic 
duties  either  of  maintaining  stability  in  its  food-prices,  or  of 
ensuring  that  all  other  prices  shall  result  from  a  use  of  the 
same  kind  of  token  as  determines  food-prices,  if  by  composing 
them  of  a  valuable  material,  which  is  strictly  limited  in 
quantity,  it  attempts  to  make  them  the  equivalents  and  not 
merely  the  tokens  of  fixed  quantities  of  food.  That  its 
material  shall  be  valueless  is  then  the  foundation  of  any  suc- 
cessful regulation  of  a  civilised  currency,  which  condition 
becomes  the  more  essential  in  proportion  as  a  State  progresses ; 
io  much  so,  indeed,  that  it  may  be  laid  down  as  an  economic 
axiom  that  a  high  state  of  prosperity  for  a  multiplying  people 
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is  incompatible  with  a  valuable  currency.  Wherever,  then,  such 
a  State  is  found,  we  may  be  absolutely  certain  that  the 
currency  of  that  country,  whatever  it  may  pretend  to  be,  has 
ceased  to  be  a  valuable  and  become  a  valueless  one. 


CHAPTER  VI 

» 

WHAT   CAUSES   VALUE   TO   ATTACH   TO   VALUELESS   TOKENS 

What  causes  value  to  attach  to  valueless  tokens  is  a 
question  which  is  never  fairly  faced  or  fully  answered  by 
writers  on  money.  For  custom  has  so  indissolubly  welded 
the  ideas  of  money  with  the  use  of  the  precious  metals  that 
while  some  writers  refuse  to  consider  as  money  what  is  not 
actually  composed  of  bullion,  others  declare  everything  to  be 
money  which  expresses  or  implies  a  promise  to  pay  it.  Yet 
all  are  reluctantly  compelled  to  admit,  though  commonly 
with  the  most  fanciful  of  explanations,  that  under  certain 
circumstances  every  function  of  money  may  be  as  effectively 
discharged  by  valueless  tokens  as  by  those  which  are 
composed  of  gold  or  silver  or  are  convertible  into  it. 

We,  however,  can  now  see  that  money  units,  no  matter  how 
composed,  are  merely  tokens  of  purcJiasing  power,  which  power, 
in  every  free  and  manufacturing  community,  is  composed  op 
fixed  quantities  of  food ;  and  that  the  value  of  each  separate 
unit  of  money  hi  any  given  market  is  entirely  dependent  upon 
the  number  of  units  of  food  which  in  that  market  zvill  be  given 
for  it.  So  that  the  restricting  of  the  material  of  money- 
tokens  to  a  precious  metal  merely  provides  one  means,  and 
that  a  very  rough  one,  of  limiting  the  number  annually  sold 
for  food.  The  purchasing  power,  therefore,  of  money-tokens 
composed  of  gold  or  silver,  and  those  composed  of  paper 
merely,  is  due,  in  every  civilised  community,  to  exactly  the 
same  cause,  viz.,  to  the  compulsion  laid  by  circumstances  :  (i) 
Upon  Wealth-producers  to  accept  tokens  of  food  from 
merchants  in  payment  for  their  manufactures  ;  (2)  upon  food- 
producers  to  purchase  these  tokens  in  markets  for  the  pro- 
curement  of   manufactures,   the    discharge    of  debts,  or    the 
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creation  of  deposits ;  (3)  upon  merchants  to  receive  back 
these  same  tokens  from  customers  in  payment  for  their 
"  stock,"  it  being  the  quantities  of  food  given  by  the  food- 
producer  for  each  unit  of  money  in  markets  that  determines 
the  purchasing  power  of  such  unit  as  between  the  Wealth- 
producer  and  the  merchant. 

Thus  the  value  of  each  ztnit  of  money  in  a  civilised  com- 
munity is  not  due  in  the  slightest  degree  to  the  material  of 
which  it  is  composed,  but  solely  to  the  numerical  relation 
existing  between  the  needs  of  those  who  are  compelled  to  use 
money  units  and  the  abundance  or  paucity  of  the  units 
themselves.  So  far,  then,  from  the  units  of  paper  money 
deriving  their  value  from  any  present  or  traditional  conver- 
tibility into  fixed  weights  of  gold  or  silver,  it  is  those  fixed 
weights  of  gold  and  silver  which  derive  their  value  in  any 
given  locality  from  the  same  cause  as  gives  it  to  units  of 
paper  money.  If  equally  restricted  as  to  number,  therefore,  the 
respective  values  of  metallic  and  paper  money  units  in  similar 
communities  would  be  exactly  equal 

What  alone  is  needed,  then,  to  maintain  the  value  of  each 
paper  unit  at  any  given  level  is  to  strictly  regulate  the  number 
issued  by  the  deinand  amongst  food-producers  for  them. 

We  must  now  ascertain,  therefore,  what  are  the  principles 
upon  which  this  issue  must  be  regulated. 


CHAPTER  VII 

STATE   FOOD-TOKENS — THE   PRINCIPLES   WHICH    REGULATE 

THEIR   ISSUE 

ALL  expenditure  of  money  may  be  broadly  divided  into  two 
e/asses ;  ( I )  That  which  restores  deposits  to  the  circulation; 
(2)  That  which  adds  new  issues  to  it.  It  is  with  the  latter 
class  of  expenditure  that  Governments  have  alone  to  do  in 
their  capacity  of  regulators  of  the  currency.  But  since  the 
volume  of  this  latter  expenditure  must  always  depend  upon 
or  be  regulated  by,  that  of  the  former,  while  the  former  con- 
stitutes the  vast  bulk  of  every  country's  expenditure,  we  must 
first  ascertain  the  broad  principles  which  regulate  the  restora- 
tion of  deposits  to  the  circulation  before  attempting  to  lay 
down  the  completely  subsidiary  ones  that  should  determine 
the  addition  of  new  issues  to  it. 

We  have  already  learned  that  the  use  of  money  originates 
with  merchants,  and  though  extending  from  them  to  every 
other  class  of  the  community,  they  remain  the  great  fountain- 
heads  of  supply,  whence  flow  the  main  streams  that  tap  the 
hidden  reservoirs  of  depositors.  So  large,  indeed,  is  the  pro- 
portion of  the  circulation  that  originates  in  the  operations  of 
merchants  that  we  may  for  the  present  ignore  all  minor  and 
contributory  rills. 

But  though  merchants  originate  the  use  of  money,  and 
always  remain  the  primary  channels  for  the  restoration  of 
deposits  to  the  circulation,  they  do  so  only  because  of  their 
relations  to  Wealth-producers,  since  it  is  to  facilitate  their 
acquisition  and  disposal  of  manufactures  that  merchants 
require  money.  The  need  for  money  in  the  first  instance, 
therefore,  and  every  subsequent  increase  in  the  demand  for 
it,  depends   practically  in   every  country  at  first  on  the  pre- 
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scnce,  and  afterwards  on  an  increase  in  the  number,  of 
Wealth-producers  in  that  country.  It  is  Wealth-producers, 
consequently,  who  are  the  chief  expenders  of  the  deposits 
which  merchants  set  in  motion  ;  while  it  is  their  relations 
with  food-producers,  i.e.,  the  demand  of  these  latter  for  manu- 
factures, that  determine  what  proportion  of  the  total  payments 
they  receive  from  merchants  must  be  devoted  to  the  procure- 
ment of  food,  and  what  shall  remain  available  for  the  exchange 
of  manufactures  or  the  creation  of  deposits  ;  for  Wealth- 
producers  accept  food-tokens  from  merchants  in  payment  for 
their  entire  manufactures  for  three  reasons  : — (i)  As  the  most 
convenient  means  of  obtaining  food  in  the  present.  (2)  As 
the  most  convenient  means  of  exchanging  their  true  wages  or 
surplus  manufactures  for  the  surplus  manufactures  of  other 
Wealth-producers.  (3)  As  the  most  convenient  means  of  in- 
suring themselves  against  wage  fluctuations  in  the  future  by 
an  accumulation  of  deposits.  But  the  number  they  have  free 
to  devote  to  the  second  and  third  purpose  necessarily  depends 
upon  the  number  they  are  compelled  to  devote  to  the  first. 
It  is  necessary  to  ascertain,  therefore,  what  determines  each 
Wealth-producer's  expenditure  upon  food,  since  it  is  the  ratio 
of  this  expenditure  to  his  entire  money  receipts  that  is  the  measure 
of  liis  prosperity,  and  not  the  number  of  currency  units  he  re- 
ceives as  money-wages. 

Now  each  Wealth-producer's  annual  requirements  of  food 
may  be  taken  on  an  average  to  be  constant,  for  such  re- 
quirements differ  but  little  from  week  to  week,  less  from 
month  to  month,  and  least  of  all  from  year  to  year,  for  each 
individual  of  any  given  class  of  Wealth-producers,  and  still 
less  for  large  numbers  of  each  class.  We  may  safely  assume, 
therefore,  that  the  annual  food  requirements  per  head  of  any 
given  number  of  Wealth-producers  is,  for  all  practical  purposes> 
a  constant  quantity. 

Each  Wealth-producer's  annual  demand  for  food,  then, 
being  constant,  what  alone  will  vary  is  : — 

(1)  The  annual  sums  of  food-tokens  paid  to  Wealth- 
producers  by  merchants. 
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(2)  The  annual  surplus  of  food,  or  Capital,  seeking  to 
purchase  food-tokens  from  Wealth-producers. 

The  volume  of  the  former  determining  the  number  of 
currency-units  each  Wealth-producer  receive  as  money-wages, 
and  of  the  latter  the  proportion  of  these  money-wages  he 
retains,  after  providing  himself  with  food,  as  true  wages. 

The  Annual  Surplus  of  Food. 

Measuring  one  year  against  another,  the  supply  of  surplus 
food  in  any  given  market  constantly  fluctuates,  and  the  smaller 
the  area  front  which  such  supply  is  drawn  the  greater  these 
fluctuations  are,  such  fluctuations  being  due  not  to  variations 
in  the  demands  of  cultivators  for  manufactures,  or  to  the 
labour  they  expend  upon  cultivation,  but  to  something  over 
which  they  have  no  control,  vis.,  changes  in  seasons.  But 
every  improvement  in  transport,  by  facilitating  the  convey- 
ance of  food  from  remoter  districts  or  countries,  with  increas- 
ingly contrasting  climates,  tends  to  reduce  the  violence  and 
frequency  of  these  fluctuations.  Since,  however,  the  goal  of 
complete  stability  has  nowhere  been  reached,  annual  fluctua- 
tions in  the  supply  of  Capital  constantly  oppose  themselves, 
though  in  widely  different  degrees  in  different  markets,  to  the 
constant  food  demands  of  the  Wealth-producers  dependent 
on  those  markets,  and  such  opposition  necessarily  produces 
corresponding  fluctuations  in  true  wages. 

In  any  given  locality,  therefore,  and  measuring  one  year 
against  another,  true  tvages  necessarily  fluctuate  proportio)iately 
to  the  supply  of  Capital  seeking  to  purchase  manufactures  in 
that  locality,  so  that  obviously  whatever  helps  anywhere  to 
equalise  the  supply  of  Capital  helps  also  to  equalise  true 
wages  there. 

The  Annual  Payments  ok  Money- Waces. 

Between  the  annual  supplies  of  Capital  entering  any  given 
market   and    the   annual    payments   of  money-wages   to    the 
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Wealth-producers  dependent  on  that  market,  tliere  is  no 
natural  connection  whatever.  But  it  is  of  the  utmost  im- 
portance that  an  artificial  connection,  and  that  as  close  as 
possible,  should  be  established  ;  and  this  is  done  whenever 
any  given  number  of  food-tokens  are  made  to  represent  on  an 
average  some  given  quantity  or  unit  of  food.  For  then,  and 
then  only,  will  the  annual  purchases  of  merchants  from 
Wealth-producers,  which  determine  money-wages,  fairly  cor- 
respond to  the  annual  purchases  of  customers  from  merchants 
which  determine  true  wages.  When,  therefore,  the  value  of 
food-tokens  in  any  country,  i.e.,  the  price  of  food  therein,  is 
maintained  at  any  given  level,  the  expenditure  of  merchants 
amongst  Wealth-producers  zvill  rise  or  fall  with  the  supply  of 
Capital  (surplus  food)  in  markets.  But  if  such  value  be  not 
maintained  or  in  any  way  regulated,  then  all  visible  corres- 
pondence between  money-wages  and  true  wages  ceases,  and 
to  the  natural  fluctuations  of  true  demand  are  added  the  be- 
wildering variations  of  an  unstable  currency.  Thus  if  the 
price  of  food  be  maintained  at  any  given  level,  the  money 
expenditure  of  merchants,  and  with  it  the  rate  of  money-wages, 
will  follow  the  supply  of  Capital  in  markets,  ranging  high 
when  it  is  large  and  low  when  it  is  small. 

But  the  money  expenditure  of  merchants  consist  wholly,  as 
we  have  learnt,  of  deposits  owned  or  borrowed  by  them,  and 
the  volume  of  deposits  so  expended  is  never  sufficient  of  itself  to 
maintain  the  price  of  food  at  any  given  level.  And  this  for  the 
very  simple  reason  that  each  time  any  given  sum  of  deposits 
is  restored  to  the  circulation  by  merchants,  through  payments 
to  Wealth-producers,  it  returns  to  them  via  shops. permanently 
reduced  by  whatever  sums  the  Wealth-producers,  food-producers, 
and  others,  through  whose  hands  it  passes,  withdraw  as  deposits. 
And  though  these  withdrawals  are  compensated  for  to  a  con- 
siderable extent  by  the  direct  expenditure  in  shops  of  non- 
trading  and  non-producing  depositors,  yet  the  total  of  deposits 
thus  restored  to  circulation  by  these  latter  never  quite  equals 
the  total  withdrawn  from  it  by  the  former,  seeing  that  growth 
in  the  total  of  deposits,  i.e.,  of  money  savings,  is  an  inseparable 
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accompaniment  of  civilised  prosperity,  and  such  growth  cannot 
take  place  save  at  the  expense  of  the  circulation.  Unless, 
therefore,  the  expenditure  of  merchants  and  others,  which 
merely  restores  deposits  to  the  circulation,  is  continuously 
supplemented  by  another  expeiiditure,  totally  different  in  origin 
and  kind,  which  adds  new  issues  to  it,  the  volume  of  the  cir- 
culation must  contract,  and  food-prices  and  all  other  prices 
fall  as  it  does  so. 

From  this  law  no  currency  can  escape,  no  matter  what  its 
material  or  nature.  It  is  as  certain  and  ceaseless  in  its  action 
as  that  of  gravity.  The  volume  of  deposits  annually  restored 
to  the  circulation  by  merchants  and  others  must  be  supple- 
mented to  a  definite  extent  by  new  issues  of  money  from  some 
source,  if  the  currency  is  not  to  contract  and  all  prices  are  not 
to  fall.  In  every  civilised  country,  then,  if  prices  do  not  con- 
tvniously  fall,  it  is  absolutely  certain  that  nezu  issues  of  money, 
real  or  spurious,  are  being  created  and  expended  by  some 
authority  or  authorities,  legitimate  or  illegitimate. 

But  no  authority  other  than  the  Government  of  each 
country  is  entitled  to  make  new  issues  of  money,  simply 
because  no  other  authority  is  capable  of  making  them,  save 
to  the  exclusive  advantage  of  the  class  to  which  it  belongs, 
and  to  the  injury  of  all  other  classes.  It  is  possible  for  a 
Government  which  is  above  all  classes,  if  it  desires  to  do  right, 
to  make  issues  of  money  to  the  benefit  of  all  classes.  But 
it  is  absolutely  impossible  for  any  one  class  to  make  such 
issues  in  any  other  interests  than  its  own.  Necessarily,  then, 
it  rests  as  an  imperative  duty  upon  the  Government  not 
merely  to  make  such  issues  of  money  as  the  community 
requires,  but  to  prohibit  every  kind  of  monetary  issue  save  those 
it  makes  itself 

Since,  then,  it  is  a  necessity  of  civilisation  that  the  annual 
expenditure  of  deposits  by  merchants  and  others  shall  be 
supplemented  by  an  annual  expenditure  of  new  issues  by  the 
Government,  it  remains  to  ascertain  the  amount  of  these  issues 
and  the  objects  upon  which  they  must  be  expended. 


CHAPTER     VIII 

STATE   ISSUES — BY   WHOM   THEY   MUST   BE   MADE 

The  obvious  danger  confronting  every  valueless  currency  is 
over-issue,  and  consequent  depreciation  of  existing  money- 
tokens,  causing  loss  to  all  creditors  and  owners  of  deposits, 
and  arbitrary  remissions  to  all  debtors ;  just  as  the  obvious 
danger  confronting  every  valuable  currency  is  under-issue, 
and  consequent  appreciation  of  all  existing  money-tokens, 
causing  loss  to  all  debtors  and  unjust  gains  to  all  creditors 
and  owners  of  deposits.  But  while  the  latter  danger  cannot 
be  guarded  against,  it  being  impossible  to  make  the  supply  of 
a  valuable  material  keep  pace  with  the  civilised  demand  for 
money,  the  former  can  be  absolutely  prevented,  always 
supposing  that  there  exists  in  the  community  concerned  the 
desire  and  will  to  do  what  is  right,  and  a  simple  and  acknow- 
ledged standard  whereby  the  least  instructed  may  decide 
whether  right  is  being  done.  For,  if  these  dual  conditions 
are  absent,  the  immediate  abuse  and  ultimate  failure  of  a 
valueless  currency  is  certain,  and  such  undeveloped  com- 
munities, because  of  their  own  moral  and  intellectual  de- 
ficiences,  must  continue  to  support  the  burthen  of  injustice 
inseparable  from  every  form  of  equivalence  in  money,  and 
forego  the  immeasurable  benefits  that  accompany  a  justly 
regulated  currency. 

Besieged  as  the  executive  of  every  Government  is  with 
demands  for  more  money  than  they  have  to  spend,  they 
cannot  be  trusted  to  continuously  resist  the  temptation  to 
over-issue  valueless  currency-tokens,  if  the  power  to  issue  them 
be  theirs.  Just  then,  as  long  experience  has  proved  that  the 
judicial    department  of  every    Government  must   be  wholly 

independent  of  the  executive,  if  laws  are  to  be  administered 
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faithfully,  so  does  it  prove  that  the  currency  department  of 
every  Government  must  be  equally  independent  of  the 
executive  if  issues  are  to  be  regulated  justly ;  for  only  when 
the  departments  are  thus  separated  will  issues  of  valueless 
tokens  cease  to  be  influenced  by  the  revenue  requirements  of 
the  executive,  and  be  made  solely  in  accordance  with  the 
monetary  needs  of  the  community. 

The  just  regulation,  then,  of  a  valueless  currency,  impera- 
tively demands  that  it  shall  be  entrusted  to  a  separate  depart- 
ment of  Government,  zvliolly  independent  of  executive  pressure, 
composed  of  men  of  such  high  character,  independent  means, 
and  secure  position,  as  shall  enable  them  to  faithfully  safe- 
guard the  important  interests  committed  to  their  care. 

With  the  expenditure  0  the  issues  it  makes,  except  in  so  far 
as  concerns  payment  of  its  own  officials,  the  currency  depart- 
ment zvould  have  nothing  to  do ;  these  it  would  hand  over  to 
the  executive,  of  whose  revenue,  if  rightly  expended,  they 
would  form  a  constantly  increasing  proportion. 


CHAPTER     IX 

STATE   ISSUES — HOW   THEY   CAN    BE    INCREASED 

As  soon  as  a  State  department  is  organised  to  regulate  issues 
of  money,  and  it  is  recognised  that  the  demand  for  such 
issues  is  mainly  due  to  the  withdrawals  of  deposits  from  the 
circulation,  it  becomes  of  primary  importance  to  the  Govern- 
ment to  facilitate  the  accumulation  of  deposits  in  every 
possible  way,  seeing  that  each  old  token  withdrawn  annually 
from  circulation  by  individuals  requires  the  Government  to 
issue  and  spend  annually  a  neiv  one  in  its  place.  The  larger 
are  the  withdrawals  of  depositors,  therefore,  the  larger  will  be 
the  compensatory  revenue  of  the  State. 

Now,  the  greatest  hindrance  to  the  free  accumulation  of 
deposits,  or  savings,  is  the  personal  risk  that  attends  their 
known  possession,  and  this  almost  as  much  in  the  most  ad- 
vanced as  in  the  least  civilised  State.  No  man  can  anywhere 
hoard  money  openly  save  at  risk  of  his  life,  while  to  do  so 
secretly  so  interferes  with  personal  freedom  as  to  powerfully 
militate  against  accumulation.  The  greatest  possible  impetus 
to  accumulation,  therefore,  is  given  by  the  provision  of  State 
banks  for  savings,  in  which  deposits  can  be  placed  at  any 
time  to  any  amount,  and  remain  in  absolute  security  in  them 
at  the  free  disposal  of  the  depositors,  and  the  depositors 
alone.  As  soon,  therefore,  as  it  becomes  to  the  interest  of 
the  State  that  the  volume  of  deposits  shall  remain  as  large 
and  grow  as  fast  as  possible,  it  also  becomes  to  its  obvious 
interest  to  provide  facilities  in  the  form  of  banks  for  their 
safe  keeping  ;  so  that  it  is  essential  to  the  successful  working 
of  a  valueless  currency  that  State  savings  banks  of  unlimited 
receptivity  be  created  in,  or  within  easy  reach  of  every  market. 
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No  legal  obligation,  of  course,  would  rest  upon  anyone  to 
use  these  banks,  but  the  exigencies  of  advanced  civilisation 
would  just  as  certainly  ensure  their  use,  when  once 
established,  as  those  of  primitive  civilisation  do  the  use  of 
money  itself;  while  the  voluntary  entrusting  of  their  deposits 
to  State  banks  for  the  sake  of  security,  would  go  far  towards 
educating  increasing  numbers  of  depositors  into  a  subsequent 
voluntarily  entrusting  of  them  to  merchants  for  the  sake  of 
dividends. 

As  soon  as  State  savings  banks  are  established,  and  cheques, 
or  demand  drafts  upon  the  deposits  lodged  in  them,  come  to 
be  accepted,  as  speedily  they  do,  as  convenient  substitutes 
for  actual  transfers  of  money  tokens,  then  the  drawing  of 
cheques  upon  any  but  State  banks,  and  against  anything  but 
deposits  achially  lodged  in  tJiern  to  the  credit  of  the  draiver, 
must  necessarily  be  prohibited,  for  the  same  reason  and  with 
the  same  rigour  as  the  uttering  of  forged  notes  and  false 
coins  now  is.  Just  then,  as  under  a  State-regulated  currency, 
no  savings  banks  but  State  ones  can  be  permitted  to  exist,  so 
no  cheques  can  be  permitted,  save  such  as  are  drawn  against 
real  deposits  lodged  in  those  banks.  In  no  other  way  can 
the  use  of  cheques  remain  as  a  boon  to  the  community,  and 
at  the  same  time  be  prevented  from  diminishing  the  demand 
for  fresh  issues  of  State  money  by  taking  their  place  and 
being  used  as  unauthorised  substitutes  for  such  money  ;  thus 
the  just  regulation  of  a  national  currency  requires  the  complete 
suppression  of  private  banks  of  deposit,  and  of  cheques  or  demand 
drafts  upon  them. 

But  the  creation  of  State  banks  of  deposit,  although  the 
principal  means  of  increasing  the  individual  demand  for  State 
issues,  is  by  no  means  the  only  one.  For  whatever  compels, 
hastens,  and  facilitates  payments  of  money  from  one  individual 
to  another  increases  the  use  of  and  general  demand  for  it.  Whi  1  e 
conversely,  whatever  relieves  from  the  necessity  of,  postpones, 
or  impedes  such  payments,  proportionately  reduces  the  use  of, 
and  general  demand  for,  money.  Every  Government,  there- 
fore, that    recognises    issues    of   money   as    an    important   or 
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principal  form  of  revenue  becomes  interested  (1),  as  already 
pointed  out,  in  multiplying  purchases  and  sales  by  facilitating 
the  operations  of  merchants  ;  (2)  in  facilitating  the  payment  and 
transmission  of  cash  in  every  possible  zvay,  and  rigorously  ab- 
staining from  encouraging  the  giving  of  credit.  For  where 
advantageous  to  trade,  credit  will  continue  to  be  given  (as  from 
investors  to  merchants,  and  merchants  to  shopkeepers)  irre- 
spective of  any  State  aid  towards  the  recovery  of  debts  ;  but 
where  detrimental  to  it  (as  from  shopkeepers  to  customers) 
credits  would  cease  to  be  given  without  such  aid,  cash  pay- 
ments taking  their  place ;  and  cash  payments  from  customers 
to  shopkeepers  are,  as  we  know,  essential  to  continuous 
commercial  success. 


CHAPTER  X 

STATE   ISSUES — THE   STANDARD   FOR   MEASURING   THEM 

The  foundation  of  monetary  science,  and,  therefore,  of  any 
successful  regulation  of  a  currency,  is  a  recognition  of  the 
fact  that,  where  producers  are  free,  the  value  of  each  unit  of 
money  in  any  country  is  entirely  due  to  its  convertibility,  in 
the  markets  of  that  country,  into  some  definite  quantity  of 
food.  As  the  quantity  increases,  so  does  the  value  of  each 
unit  of  money  increase  ;  as  it  decreases,  so  does  such  value 
decrease.  In  other  words,  the  value  of  each  unit  of  money 
rises  as  the  price  of  food  falls,  and  falls  as  the  price  of  food 
rises.  The  price  of  some  given  quantity  of  food,  therefore,  in  any 
country,  is  the  sole  and  only  scientific  standard  by  which  move- 
ments in  the  value  of  money  units  of  that  country  can  be  measured. 
Consequently  the  price  of  such  food  unit  in  the  markets  of  the 
country,  whether  this  is  in  agreement  with,  or  higher  or  lower 
than,  the  customary  price,  is  the  only  test  for  determining  the 
sufficiency,  redundancy,  or  deficiency  of  monetary  issues, 
such  customary  price  being  itself  nothing  but  that  which  has 
existed  long  enough  to  have  determined  the  majority  of 
existing  rent  and  other  money  contracts  in  the  country, 
since  whatever  raises  prices  above  this  level,  or  permits  them 
to  fall  below  it,  does  proportionate  wrong  to  all  creditors  in 
the  one  case  and  to  all  debtors  in  the  other.  Thus,  in  regu- 
lating its  monetary  issues,  the  customary  price  of  food, 
whatever  this  may  be  under  normal  conditions,  is  the  only 
standard  by  which  the  Government  can  be  justly  guided. 

But  even  this  standard  requires  limiting,  since  the  terms 
"customary"  and  "food"  are  too  indefinite  for  practical  use 
the  former  requiring  definition  as  to  "time"  and  "place,"  and 
the  latter  as  to  "nature"  and  "quantity." 
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Customary. 

No  better  definition  can  be  given  of  the  "  time  "  needed  to 
make  a  price  "  customary "  than  that  set  down  above,  viz., 
"  that  which  has  existed  long  enough  to  have  determined  the 
majority  of  existing  rent  and  other  money  contracts."  For 
the  principal  purpose  of  a  civilised  currency  is  to  facilitate  the 
expression  of  produce  and  labour  contracts  in  terms  of  money, 
and  ensure  that  the  sums  of  money  paid  by  debtors  or  exacted 
by  creditors,  in  respect  of  such  contracts,  shall  give  true 
expression  to  the  original  engagement. 

Again,  as  to  the  "  place  "  in  which  the  "  customary  "  price 
shall  be  decided,  only  one  definition  is  possible,  vis.,  the  best 
market  within  range  of  the  currency,  usually  that  of  the  capital 
city.  For  in  this  market  average  prices  will  rule  highest,  while 
towards  these  prices  those  in  all  subsidiary  markets  will  tend 
to  rise  as  the  provision  of  increasing  facilities  for  transport 
reduces  freights.  Thus  "  customary  "  price,  as  far  as  the  regu- 
lation of  monetary  issues  is  concerned,  will  mean  the  average 
price  that  has  been  maintained  for  any  long  series  of  years  in  the 
best  market  zuithin  range  of  the  currency. 

Food. 

A  definition  as  to  the  nature  of  this  might  present  con- 
siderable difficulties,  did  not  experience  prove  that  in  any 
country  the  prices  of  all  food  stuffe  need  not  be  considered, 
but  only  that  of  the  chief  food  grain,  which  in  the  temperate 
zone  is  wheat ;  it  being  the  price  of  this,  the  primary  ne- 
cessity of  life,  that  determines  that  of  everything  of  secondary 
importance. 

As  to  quantity,  that  measure  will  be  the  food-unit  of  the 
country  which  is  most  commonly  used  in  dealings  in  grain,  a 
measure  by  weight  being  preferable  to  a  measure  by  capacity, 
a  hundredweight,  for  instance,  to  a  bushel  or  a  quarter.  Thus 
the   term    "food"   in   this   regard  will  mean   in  the    United 
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Kingdom  one  hundredweight  of  wheat,  and  "  the  customary 
price  of  food  "  the  average  price  of  one  hundredweight  of 
wheat  in  the  London  market  during  its  last  lengthened  term 
of  comparative  stability.  This  being,  then,  the  standard  by 
which  the  sufficiency  of  monetary  issues  must  be  measured,  we 
will  now  inquire  into  their  probable  amount. 


CHAPTER   XI 

STATE   ISSUES — THEIR   PROBABLE   AMOUNT 

None  but  the  roughest  of  estimates  can  be  formed  in  respect 
to  any  given  country  as  to  the  amount  of  State  issues  that 
would  be  necessary  to  maintain  the  price  of  its  standard  food- 
unit  at  any  given  level,  for  such  issues  must  necessarily  vary 
enormously  with  the  numerical,  economical,  and  social  condi- 
tion of  the  community.  But  the  causes  compelling  these 
issues  are  everywhere  the  same,  being  in  the  main  as 
follows  : — 

(i)  The  need  to  provide  tokens  of  value  (food)  to  facilitate 
the  operations  of  merchants. 

(2)  The  need  to  make  good  the  net  annual  withdrawals  of 
these  tokens  by  depositors,  so  as  to  permit  of  permanent 
produce  contracts  being  justly  expressed  in  terms  of  money. 

(3)  The  need  to  provide  new  tokens  for  the  use  of  each 
individual  added  to  the  non-food-producing  population. 

(4)  The  need  to  issue  new  tokens  proportionate  to  the 
increased  entries  of  food  into  markets,  over  and  above  that 
required  for  an  increased  population — proportionate,  that  is, 
to  every  increase  of  capital  that  causes  a  rise  in  true  wages. 

In  the  following  estimates  an  attempt  is  made  to  measure 
the  effect  of  these  causes  in  respect  to  two  countries  differing 
numerically,  economically,  and  socially  as  widely  as  Great 
Britain  and  British  India  do. 

Great  Britain. 

(1)  We  will   assume  that   the  tokens  of  value  already  in 

circulation  have  been  such  as  to  maintain  the  customary  price 
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of  wheat  in  London  at  ten  shillings  per  cwt.  This  was  about 
its  average  price  previous  to  the  great  fall  wrhich  began  in 
1874. 

(2)  The  annual  savings  of  the  40,000,000  of  the  British 
people  unquestionably  exceed  our  modest  estimate  of  twelve 
shillings  and  sixpence  per  head,  or  .£25,000,000  in  all.  In 
France  authoritative  estimates  put  the  annual  savings  at  not 
less  than  forty  shillings  per  head. 

(3)  The  annual  increase  of  the  population  (wholly  non-food- 
producers)  amounts  to  roughly  250,000,  whose  monetary 
requirements  are  set  down  very  low  if  we  assume  them  to  be 
only  £20  a  head,  or  £5,000,000  in  all. 

(4)  The  annual  increase  in  food  supplies  entering  British 
markets,  over  and  above  what  is  required  for  the  increased 
population,  which  increase  necessarily  carries  with  it  a  cor- 
responding increase  in  true  wages,  cannot  be  less  than  five 
shillings  per  head,  or  £10,000,000. 

Tabulated,  these  figures  appear  as  follows  : — 


(2)  Annual  savings  per  head,  at  12s.  6d.,  ...         ...     £25,000,000 

(3)  Growth  in  population,  250,000  at  £20,  ...  5,000,000 

(4)  Increase  in  food  supplies,  at  5s.,  ...         ...         10,000,000 


£40,000,000 


British  India. 

(1)  We  will  assume  that  the  tokens  of  value  already  in 
circulation  have  been  such  as  to  make  the  customary  price 
of  one  cwt.  of  rice  wheat  in  Bombay  R5.  This  has  been 
about  its  average  price  in  recent  years. 

(2)  The  annual  savings  of  the  300,000,000  of  British  India 
may  reach,  perhaps,  Ri  per  head,  or  R300,ooo,ooo  in  all. 

(3)  The  annual  increase  of  the  non-food-producing  popula- 
tion, one-fourth,  say,  of  the  total  annual  increase  of  3,000,000, 
may  be  taken  as  800,000,  which,  at  Rioo  per  head  for  their 

annual  monetary  requirements,  would  make  R8o,ooo,ooo  in  all. 
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(4)  The  increased  food  supplies  entering  Indian  markets 
annually,  over  and  above  what  is  required  to  support  the 
increase  of  population,  cannot  be  large,  as  there  does  not 
appear  to  be  any  continuous  rise  in  the  rate  of  Indian  wages. 
But  we  are  probably  under-estimating  this  increase  if  we  put 
it  down  at  only  R.20,000,000  a  year. 

Tabulated,  the  foregoing  figures  will  appear  : — 

(1)  Annual  savings  per  head  of  300,000,000,  at  Ri,  ...     R.300,000,000 

(2)  Growth  in  urban  population,  800,000,  at  Rioo,  ...  80,000,000 

(3)  Increased  food  supplies,   ...         ...         ...         ...         ...  20,000,000 

R4oo,ooo,ooo 

Which  estimate  shows  an  annual  demand  for  new  currency 
tokens  of  R.400..ooo,ooo, equal  to  £40,000,000  for  the  300,000,000 
of  British  India,  as  compared  with  the  same  amount  required 
by  the  more  highly-civilised  40,000,000  of  Great  Britain. 

Assuming  these  estimates,  then,  to  be  approximately  correct, 
the  adoption  of  a  national  and  valueless  currency,  regulated 
on  the  principles  here  laid  down,  would  result  in  a  present 
taxless  revenue  for  Great  Britain  of  £40,000,000  a  year,  and 
for  British  India  of  R400,ooo,ooo  ;  the  expenditure  of  which 
vast  sums  so  as  to  yield  the  largest  economical  results  we  will 
now  consider, 


CHAPTER  XII 

STATE   ISSUES— THE   FORM   THEIR   EXPENDITURE 

MUST   TAKE 

THE  currency  department  having  issued  to  the  executive  for 
expenditure,  as  explained  in  the  last  chapter,  the  largest 
possible  number  of  money-tokens  within  the  limits  laid  down, 
we  must  now  inquire  into  the  form  which  this  expenditure 
must  take  in  order  to  discharge  the  first  great  economic  duty 
of  Government,  viz.,  the  maintenance  of  stability  in  food-prices  ; 
and  next,  the  objects  upon  which  it  must  be  expended  in 
order  to  discharge  the  second  great  economic  duty  of  Govern- 
ment, the  provision  of  increasing  facilities  for  the  operations  of 
merchants;  the  discharge  of  both  these  duties  being  essential 
to  a  fulfilment  of  the  whole  economic  purpose  of  good  govern- 
ment— the  inducing  of  a  constantly  increasing  prodtiction  of 
capital  for  the  support  of  a  multiplying  industrial  population. 

We  have  already  learnt  that  the  price  of  food  in  markets 
results  from  the  money  expended  upon  it  by  non-food- 
producers,  the  vast  majority  of  whom  are  wage-earners. 
The  payment  of  money- wages,  therefore,  is  the  form  of 
expenditure  that  most  directly  affects  the  price  of  food, 
and  this  not  only  because  the  total  sum  expended  in 
money-wages  exceeds  that  spent  in  any  other  way,  but 
yet  more  because  each  wage-earner  spends  upon  food  a 
larger  proportion  of  his  gross  money  receipts  than  do  indi- 
viduals of  any  other  class. 

Assuming,  then,  that  the  average  supply  of  food  surpluses 
in  the  markets  of  any  country  remains  normal,  an  increased 
distribution  of  food-tokens,  in  the  form  of  money-wages,  will 
necessarily  raise  the  price  of  food  in  those  markets.  Con- 
sequently, the  Government  of  that  country,  by  employing  a 
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regulated  number  of  labourers,  and  issuing  to  them  as  money- 
wages  a  sufficient  number  of  new  currency  tokens,  can  ensure 
the  addition  of  a  definite  proportion  of  these  issues  to  the 
food  expenditure  of  the  country,  and  so  raise  the  average 
price  of  food  to,  or  maintain  it  at,  whatever  level  it  pleases. 

But  it  is  only  an  expenditure  of  new  currency  issues  as 
money-wages,  be  it  well  observed,  that  can  raise  food-prices 
in  this  way.  A  similar  expenditure  of  money-taxes  produces 
no  such  effect,  and  cannot  raise  food-prices  at  all,  or  even  help 
to  maintain  them  at  any  given  level,  no  matter  how  large  such 
expenditure  may  be,  and  this  because  the  latter  expenditure 
adds  nothing  to  the  volume  of  the  circulation,  but  merely 
forcibly  diverts  into  official  channels  money  that  would  in  any 
case  circulate  through  private  ones. 

The  form,  then,  that  the  annual  and  regulated  issue  of  new 
currency  tokens  must  take  is  that  of  money-wages,  paid  to  an 
increasing  army  of  State  labourers  ;  so  that,  by  the  creation 
and  payment  of  these  State  wages,  the  Government  of  every 
country  can  maintain  the  price  of  food  at  whatever  level  it 
pleases,  always  assuming  that  the  supply  of  food  is  normal 
or  increasing,  and  leaving  out  of  account  for  the  present 
its  occasional  diminution  through  the  occurrence  of  scarcities 
or  famines. 

Thus  the  maintenance  of  a  regulated  army  of  State 
labourers,  through  the  issue  to  them  as  money-wages  of  a 
sufficient  number  of  new  currency  tokens,  enables  the 
Government  of  every  civilised  country  to  discharge  its  first 
great  economic  duty,  the  preservation  of  stability  in  its  food- 
prices,  and  so,  through  the  security  of  estate  and  certainty  of 
return  ensured  to  cultivators,  leaves  these  free,  on  the  offer 
of  sufficient  inducements,  to  raise  constantly  increasing 
quantities  of  Capital. 


CHAPTER  XIII 

STATE   ISSUES — THE   OBJECTS    TO   WHICH    THEIR   EXPENDI- 
TURE   MUST   BE   DIRECTED 

We  now  find  the  executive  of  every  well-ordered  Government 
in  command  of  a  definite  wage-fund  for  the  payment  of  an 
increasing  army  of  labourers,  and  require  to  lay  down  the 
principles  by  which  they  must  be  guided  in  utilising  the 
labour  of  this  army,  so  as  to  make  it  best  subserve  the  simple 
economic  duty  devolving  upon  them,  that  of  providing 
increasing  facilities  for  the  operations  of  merchants.  These 
principles  are  as  follows  : — 

(i)  Merchants  must  be  enabled  to  travel  to  food-producers 
to  sell,  since  food-producers  cannot  travel  to  merchants  tc 
buy.  The  further  markets  are  removed  from  food-producers 
therefore,  the  less  inducements  do  they  offer  for  the  increased 
production  of  Capital. 

(2)  Wherever  food-producers  are  settled  there  is  a  possible 
market. 

(3)  Wherever  cultivable  land  is  available,  and  life  and  pro- 
perty are  secure,  there  food-producers  will  settle. 

Starting  from  the  best  market  within  range  of  the  currency, 
commonly  a  seaport  town,  the  executive  requires  to  radiate 
"  facilities"  for  transport  from  it  like  the  sticks  of  an  opened 
fan,  such  "  facilities  "  threading  the  markets  that  lie  in  their 
course  as  a  string  threads  beads.  These  "  facilities  "  may  be 
of  any  kind,  rivers,  roads,  canals,  railways,  the  more  direct 
and  easy  of  passage  the  better,  but  each  possessing  the 
common  quality  that  they  shall  be  absolutely  free  to  traffic, 
free,  that  is,  from  all  charges,  tolls,  or  "duties"  whatever. 
Between  these  main  radiations  an  increasing  network  of 
tr.uisverse    connections    requires     to    be     created,    so     that 
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ultimately  every  market  may  be  placed  in  more  or  less  direct 
communication  with  every  other  market,  and  all  food-prices 
raised  as  nearly  as  possible  to  the  standard  level,  and  local 
manufactures  established  wherever  suitable  conditions  exist. 

Free  communication  between  home  markets  having  thus 
been  provided,  free  communication  with  foreign  ones  is  next 
required.  Where  the  currency  frontiers  of  any  country  are  a 
sea-coast,  as  in  the  case  of  the  British  Isles,  the  provision  and 
improvement  of  harbours,  the  erection  of  lights,  the  mapping 
and  buoying  of  channels,  and  the  exhibition  or  removal  of 
dangerous  obstructions  will  go  far  towards  meeting  this  demand 
since  the  sea  itself  supplies  without  cost  those  facilities  for 
motion  which  on  land  have  to  be  provided  at  great  expense. 
Thus  the  currency  frontiers  of  an  island  may  be  deemed  the 
shores  of  all  other  States,  no  matter  how  remote  those  shores 
may  be.  These  frontiers  reached,  the  political  functions  of  the 
Government  begin,  one  of  the  most  important  duties  of  its 
diplomatic  agents  being  to  induce  the  States  to  which  they 
are  accredited  to  provide,  or  permit  the  provision  of,  trans- 
port facilities  to  and  between  their  internal  markets,  and  the 
use  of  these  facilities  by  home  merchants  on  the  freest  terms 
that  can  be  obtained. 

Thus  the  broad  and  beneficient  principle  upon  which  the 
provision  of  State  facilities  for  transport  will  rest  is  absolute 
freedom  of  passage,  no  tolls  being  levied  on  account  of  con- 
struction, maintenance,  or  use.  They  constitute  a  free  gift  to 
the  community,  which  the  Government  derogates  from  and 
withholds  if  it  converts  them  into  a  source  of  revenue  for  tJie 
State.  But  the  provision  of  these  facilities,  be  it  observed,  in 
no  way  removes  the  obligation  to  pay  freights.  These  must 
still  be  paid  to  carriers  at  whatever  rates  competition  amongst 
them  determines.  What  it  ensures  is  that  this  competition  shall 
be  as  free  and,  therefore,  as  effective  as  possible,  while  entirely 
separating  from  freights,  and  suppressing  altogether,  those 
tolls  upon  transit,  which  are  now  commonly  included  with 
them  to  meet  the  original  cost  of  construction  and  subsequent 
outlay  upon  maintenance. 
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How  large  these  two  items  are,  and  what  a  substantial 
relief  to  the  community  their  remission  would  be  in  the  case 
of  railways  alone,  the  following  figures  will  show  : — 


TABLE    XIX. 
British  Railways,  1895. 


Total 
Length. 

Cost  of                     Cost  of 
Construction.                 Plant. 

Gross 
Receipts. 

Working                  Net 
Expenses.           Receipts. 

Miles. 
21,000 

£               £ 

800,000,000        200,000,000 

£ 

86,000,000 

£             £ 

48,000,000      38,000,000  ! 

Now,  in  the  above  figures,  not  less  than  £8,000,000  a  year, 
out  of  the  £48,000,000  of  "  working  expenses,"  is  required  for 
"  maintenance  of  permanent  way,"  etc.,  and  not  less  than 
£24,000,000,  out  of  the  £38,000,000  of  "net  receipts,"  for 
interest  at  3  per  cent,  on  the  cost  of  construction.  That  is 
£32,000,000  a  year  is  levied  from  the  public  as  "tolls"  to  pay 
for  the  cost  and  maintenance  of  the  "  roads  "  over  which  the 
trains  owned  by  the  various  companies  run.  Of  the  remain- 
ing £54,000,000  of  true  "  freights,"  £40,000,000  go  to  the 
actual  carriers  ("  working  expenses  "),  and  £14,000,000  (7  per 
cent,  on  "cost  of  plant")  as  "hire"  to  the  owners  (shareholders) 
of  the  various  engines  and  carriages  used  for  conveyance. 

These  £32,000,000,  therefore,  though  included  in  the 
"  freights"  charged  to  the  public,  are  not  properly  "  freights" 
at  all,  but  true  "  tolls "  paid  for  the  use  of  roads,  which 
never  would  be  exacted  did  the  community  understand  the 
true  functions  of  Government,  and  require  it  to  utilise  its 
special  and  peculiar  powers. 

Thus  the  proper  expenditure  by  the  Government  of  the 
£40,000,000  a  year  of  taxless  revenue  would  involve  the  im- 
mediate remission  of  £32,000,000  a  year  of  miscalled  "freights," 
these   being   undertaken   by  the   State  until  the  capital  sum 


152  The  Science  of  Civilisation 

they  represented  was  paid  off;  while,  in  addition,  there  would 
still  remain  £8,000,000  a  year  for  similar  remissions  in  respect 
to  other  public  works,  or  the  further  construction  of  new  ones. 
Of  necessity,  such  expenditure  would  ensure  an  immediate 
reduction  in  the  price  of  all  manufactures  without  any  reduc- 
tion in  money-wages,  an  increased  accumulation  of  deposits, 
an  immense  increase  of  investments,  a  vast  expansion  of  trade, 
of  money  expenditure  by  individuals,  and  of  money  issues  by 
the  State  ;  while  in  India,  in  addition  to  all  these  movements, 
there  would  be  a  substantial  remission  of  the  taxes  now  levied 
to  meet  the  interest  on  unprofitable  Government  railway 
expenditure. 

But  the  foregoing  remission  of  "  tolls  "  by  the  Government 
is  no  measure  of  the  gain  that  would  result  to  the  public. 
For  in  taking  over  the  railroads  only,  without  any  interference 
with  the  rolling  stock  running  over  them,  one  of  the  first 
duties  of  Government  would  be  to  connect  all  existing  lines 
of  rails  with  each  other,  and  reduce  all  to  the  same  gauge, 
thus  enabling  every  company's  rolling  stock  to  run  over  every 
line  in  the  kingdom.  Nor  would  any  one  company  be  per- 
mitted to  retain  the  exclusive  use  of  any  particular  set  of  lines, 
except  under  such  provisional  agreements  as  secured  large 
reductions  in  the  freights  now  burthening  the  public,  and  a 
periodical  revision  of  these  reductions.  But  in  the  main,  all 
the  efforts  of  Government  would  need  to  be  directed  towards 
abolishing  the  existing  monopolies  of  carriers,  and  stimulating 
the  freest  competition  amongst  them. 

Under  this  system,  wherever  traffics  were  largest,  there 
would  be  the  keenest  competition  for  freights,  and  these  would 
fall  to  the  lowest  point  compatible  with  safe  conveyance,  until 
at  length  freight  by  trains,  under  pressure  of  the  same  compe- 
tition as  has  so  enormously  reduced  freight  by  ships,  would 
sink  to  something  approaching  the  same  level  of  mileage  rates. 
How  enormous  would  be  the  impetus  given  to  British  agri- 
culture, manufacture,  and  commerce  by  this  revolution  in 
transport  only  those  can  fully  realise  who  now  feel  the  cruel 
pressure  of  existing  rates — rates  which,  in  respect  to  home 
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industries,  are  raised  as  high  as  possible  because  of  each 
company's  monopoly  of  entire  districts  ;  but  in  respect  to 
foreign  industries,  are  made  as  low  as  possible,  because  of  the 
competition  amongst  rival  companies  to  attract  foreign  traffic 
over  their  special  lines.  The  keen  competition  thus  forced 
upon  train-owning  companies  would  stimulate  invention  in  a 
way  now  impossible,  so  that,  through  constant  improvements 
in  power-producing  motors,  a  given  expenditure  on  freight 
would  secure  the  same  weight  of  goods  being  carried  con- 
stantly longer  distances  and  in  shorter  times.  In  this  way  the 
three  factors  everywhere  making  up  market  value,  viz.,  Cost, 
Freight,  and  Profit,  would  each  be  exposed  to  the  same 
minimising  influences,  instead  of  the  most  important  of  all, 
Freight,  being  wholly  withdrawn  as  at  present  from  free 
competition,  and  the  whole  community,  bound  hand  and  foot, 
delivered  over  in  sections  to  the  tender  mercies  of  train-owning 
companies. 


CHAPTER  XIV 

THE   POSSIBLE    PRODUCTION    OF   FOOD 

In  dealing  with  the  economic  duties  of  Government  and  their 
discharge,  we  have  thus  far  assumed  the  possibility  of  food 
being  produced  by  individuals,  without  assistance  from 
Government,  in  the  shape  either  of  irrigation  or  drainage,  or 
of  protection  from  inundation,  and  the  problem,  so  far,  has 
been  not  to  enable  food  to  be  produced,  but  to  secure  to 
cultivators  the  possession  of  what  they  produce,  and  induce 
an  increased  production.  But,  as  already  stated,  large  areas 
of  land  are  to  be  found  where  the  rainfall  is  uncertain  or 
insufficient,  where  no  natural  drainage  exists,  or  where  inun- 
dation is  frequent  or  continuous,  which  areas,  when  these 
disabilities  are  removed,  are  yet  capable  of  supporting  dense 
populations  and  producing  immense  quantities  of  Capital.  In 
such  countries,  then,  as  are  burdened  locally  with  these  natural 
disabilities,  when  all  freely  cultivable  lands  have  been  occupied, 
it  becomes  the  duty  of  Government  to  gradually  place  and 
keep  these  other  areas  in  a  state  permitting  of  cultivation, 
through  the  construction  and  maintenance  of  works  of  irriga- 
tion, of  drainage,  or  of  protection  from  inundation.  Such 
maintenance,  be  it  well  understood,  entailing  a  far  more 
serious  responsibility  upon  the  Government  than  does  that 
of  mere  transport  facilities.  For  whereas  hundreds,  thousands, 
or  millions  of  lives  may  be  sacrificed  suddenly  by  neglect  in 
the  former  case,  in  the  latter  nothing  worse  ma)'  result  than 
increasing  hardship  and  poverty.  Failure  in  the  maintenance, 
then,  of  works  essential  to  the  production  of  food,  or  the 
protection  of  life,  must  always  entail  more  widespread  and 
permanent  disaster  than  in  those  facilitating  the  operations  of 
merchants.     Hence  the  brooding  desolation  which  has  replaced 
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the  teeming  civilisations  of  Assyria  and  Babylon,  the  popula- 
tion at  the  centres  of  which  were  wholly  dependent  for  food 
upon  the  State  distribution  of  water. 

Bearing  this  increased  responsibility  in  mind,  we  will  now 
consider  how  a  Government  can  fulfil  its  obligations  in 
localities  where  the  production  of  food  must  be  made  possible 
before  any  attempt  can  be  made  to  induce  the  production  of 
Capital. 

It  goes  without  saying  that  all  expenditure  upon  works 
which  create  population  must  be  provided  by  a  population 
already  in  existence,  so  that  what  we  have  now  to  consider 
is  merely  the  expenditure  of  funds  already  provided  in  the 
way  we  have  learned,  and  not  the  much  more  difficult 
problem  of  providing  the  funds  themselves.  So  far  we  have 
assumed  that  this  expenditure  has  been  devoted  to  works 
facilitating  the  conveyance  of  goods,  it  now  requires  to  be 
directed  to  works  ensuring  the  control  of  water.  Happily, 
works  constructed  for  the  latter  purpose  can  also,  in  many 
cases,  be  made  to  subserve  the  former.  For  in  the  matter  of 
irrigation  and  drainage,  canals  form  one  of  the  most  important 
features,  and  these,  if  constructed  with  this  in  view,  would 
supply  one  of  the  cheapest  and  most  effective  means  of 
transport.  But  necessarily,  canals,  large  enough  to  be  navi- 
gable, could  constitute  but  a  small  part  of  any  system  of 
irrigation  or  drainage,  and  none  at  all  of  embankments 
against  inundations.  Very  large  sums,  therefore,  would 
have  to  be  spent  upon  works,  having  no  other  object  than 
that  of  making  possible  the  production  of  food  and  ensuring 
the  safety  of  life.  It  is  doubtful,  however,  whether  any 
expenditure  would  yield  so  large  a  return  as  this  in  the 
shape  of  an  increased  demand  for  money  issues,  and  this  is 
the  result  every  Government  would  desire  from  its  expenditure 
upon  public  works.  For  the  fertility  of  irrigated  land  is 
commonly  far  beyond  that  of  unirrigated  ;  and,  consequently, 
the  population  that  can  maintain  itself  on  any  given  area  is 
larger,  and  also  the  demand  of  that  population  for  manu- 
factures and  for  money  to  procure  them. 
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From  a  currency  point  of  view,  then,  no  expenditure  would 
probably  be  more  remunerative  than  that  devoted  to  this 
class  of  works,  since  none  would  produce  a  larger  or  more 
rapid  return  in  the  shape  of  an  increased  demand  for  new 
issues  of  money. 

Though  the  funds  spent  in  the  construction,  then,  of  works 
of  irrigation,  drainage,  or  protection  from  inundation  would 
necessarily  be  withdrawn  from  that  of  works  facilitating 
transport,  yet  in  the  end  much  larger  sums  than  those 
diverted  would  become  available  for  this  latter  purpose,  and 
enable  much  more  extended  facilities  for  transport  to  be 
provided. 

In  the  settlement  of  the  lands  thus  made  available  for  food- 
production,  the  Government  would  need  to  accept  exactly  the 
same  principles  as  applied  to  private  land-holders — that  is, 
though  free  at  first  to  obtain  the  highest  money  rent  they 
could,  they  would  retain  no  power  to  afterwards  raise  it.  All 
subsequent  State  profit  from  the  transaction  would  proceed 
wholly  from  the  increased  demand  that  would  arise  for  its 
money  issues,  and  in  no  way  from  any  upward  and  confiscatory 
movement  in  rent. 


CHAPTER    XV 

THE   BROAD   EFFECT   OF   THE   PRECEDING    PRINCIPLE 

It  may  now  be  realised  that  the  principles  here  laid  down  as 
those  which  must  be  more  and  more  closely  followed  by  every 
Government  if  its  subjects  are  to  freely  advance  in  civilisation, 
if,  that  is,  a  constantly  larger  number  of  people  are  to  live  in 
equal  or  greater  comfort  on  the  same  area  of  land,  are  such  as 
involve  not  the  slightest  interference  with  or  direction  of 
private  effort  or  enterprise.  Continued  progress  is,  indeed, 
incompatible  with  constraint.  Every  individual  requires  to 
be  left  more  and  more  free,  provided  he  injures  no  one  else, 
to  follow  whatever  occupation  suits  him  best  and  in  his  own 
way,  while  the  entire  judicial  powers  of  the  Government  need  to 
be  directed  towards  the  maintenance  of  this  personal  freedom, 
and  against  the  ceaseless  efforts  of  either  individuals  or  associa- 
tions to  destroy  it.  For  the  motive  power  of  progress  is 
competition,  not  as  the  older  economists  believed,  for  some 
share  of  necessaries  which  all  cannot  obtain,  but  for  a  larger 
share  of  comforts  which  most  desire.  To  the  triumphs  and 
conquests  of  this  kind  of  competition  there  is  no  limit.  It  is 
the  open  door  through  which  alone  man  can  enter  into  full 
possession  of  his  glorious  heritage,  the  earth,  with  all  its 
marvellous  beauties  and  all  its  mysterious  powers.  It  is  the 
lever,  potent  beyond  Archimedean  dreams,  by  which  he  can 
raise  himself  out  of  his  self-created  slough  of  ill-requited  toil, 
and  as  his  numbers  multiply,  and  these  live  in  more  con- 
tinuous peace,  win  for  each  a  fuller  share  of  those  material 
blessings  which  have  ever  been  God's  reward  for  moderate 
and  healthful  labour  expended  in  obedience  to  His  righteous 
precepts. 
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But  the  individual  competition  here  considered  can  have  no 
free  play,  no  existence  even,  except  under  the  rule  of  a 
righteous,  that  is  a  right  acting  Government,  nor  this  Govern- 
ment any  continuance  unless  it  follows  the  immutable  lines  of 
that  justice  or  righteousness  which  looks  down  from  above, 
an  ultimate  consequence  of  administering  which  is  that  the 
revenue  necessary  for  the  support  of  such  a  Government  and 
the  discharge  of  its  functions  is  increasingly  derived  from  a 
recognition  of  the  two  most  fundamental  facts  of  civilisation, 
(1)  that  units  of  money  represent  units  of  food  ;  (2)  that  there 
exists  an  increasing  obligation  to  make  use  of  the  former,  not 
imposed  by  authority  but  necessitated  by  circumstances. 
Progress  is  indeed,  as  we  have  seen,  indissolubly  bound  up 
with  a  continuous  increase  in  the  demand  for  money  by 
individuals,  which  demand  will  always  be  met  in  some  way, 
by  individuals  or  associations,  to  the  injury  of  many  and  gain 
of  a  few,  if  not  by  the  State  to  the  benefit  of  all. 

As  the  interdependence  of  men  increases,  and  such  inter- 
dependence,  as    was    pointed   out,  is   civilisation,  so   does    it 
become  more  and  more  impossible  for  a  single  individual  to 
gratify  any  natural  desire  or  perform  any  considerable  action, 
save  through   an   expenditure   of  money.     For  the   Govern- 
ment, then,  to  measure  this  demand   and   meet   it  is  not  to 
usurp  a  function  belonging  to  individuals,  but  to  discharge  a 
duty,  the  neglect  of  which  is  disastrous  to  the  State.      Once, 
then,  the  nature  and  functions  of  money  are  understood,  it  can 
be  seen  that  a  gratuitous  revenue  is  absolutely  forced   upon 
the   Government,  the   extent  of  which  must  depend   almost 
wholly  upon  the  wisdom  with  which  it  is  expended,  whether 
upon  objects  which  increase  the  individual  demand  for  money 
or   diminish    it.     Thus    a  recognition   of  the   true   nature    of 
money,  of  the  true  function  which  it  subserves  in  society,  and 
of  the  causes  which   increase  the  demand  for  it,  brings  the 
financial  interests  of  the  Government  into  long-delayed  and 
otherwise    impossible    identity  with   those   of  the    governed. 
The  head  becomes   one  with   the  body  ;  for  every  improve- 
ment   in    individual    prosperity,  every   addition    to    personal 
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comfort,  provided  both  take  place  without  injury  to  others, 
involves  an  increased  expenditure  by  individuals  of  money, 
which  increased  expenditure  in  one  direction  cannot  take 
place  without  diminished  expenditure  in  another  except 
through  an  increased  issue  of  money  by  the  State.  Whence  it 
comes  that  the  largest  permanent  additions  to  the  revenues  of 
any  Government  must  result  not  from  taxes,  which  reduce 
the  incomes  of  individuals,  but  through  such  an  expenditure 
of  money  issues  as  augments  them. 

We  can  now  review  the  conception  of  Government  as  here 
set  forth  in  respect  of  simplicity,  definiteness,  and  effective- 
ness, and  contrast  it  with  that  commonly  accepted,  which  is  a 
legacy  in  the  main  from  Imperial  Rome.  This  latter  con- 
ception imposes  upon  Government  a  strain  so  constantly  in- 
creasing, the  result  of  increasing  interference  with  the  affairs 
of  individuals  lying  outside  the  true  province  of  Government, 
as  to  ensure  an  eventual  break-down  in  the  whole  machinery, 
which  break-down  follows  the  continuous  multiplication  of 
State  officials,  whose  sole  occupation  is  to  curtail  that  freedom 
of  action  and  initiation  amongst  individuals  which  we  have 
shown  to  be  an  essential  factor  in  continuous  progress.  A 
necessary  consequence  of  this  system  is  a  continuous  under- 
taking by  Government  of  new  functions  which  it  is  incapable 
of  discharging  effectively,  which  it  is  the  moral  duty  of 
individuals  to  discharge,  and  their  legal  relief  from  which  only 
Invites  increasing  numbers  to  make  fresh  neglect  in  new 
directions.  Under  this  system  there  can  be  no  limit  to  the 
demands  made  upon  Government  to  undertake  functions 
which  they  cannot  possibly  perform,  and  no  limit  to  the  relief 
of  individuals  from  duties  which  none  but  themselves  can 
discharge.  Chief  amongst  these  duties  are  the  nurture  and 
education  of  children  by  parents,  the  care  and  support  of 
parents  by  children,  their  own  insurance  against  accidents  by 
wage-earners,  their  own  protection  against  loss  by  lenders, 
their  own  acceptance  or  rejection  of  exchanges  by  individuals 
of  every  occupation  and  class, — all  of  which  functions  must 
be  performed  by  individuals  each  on  his  own  behalf  if  they 
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are  to  be  effectively  performed  at  all,  or  performed  without 
unexpected  injury  to  others  in  the  discharge  of  their 
necessary  duties  or  functions. 

In  contrast,  then,  to  this  system  of  ubiquitous  and  in- 
creasing interference  on  the  part  of  Government  with  indi- 
viduals, an  interference  which  seeks  either  to  compel  individuals 
by  force  of  law  to  do  what  is  morally  their  duty  to  do  without 
any  force,  or  to  relieve  individuals  from  such  duties  and  throw 
them,  in  the  form  of  money  taxes,  upon  the  community,  is 
that  which  we  have  here  set  forth.  This  latter  system  does 
not  attempt  to  interfere  with  individuals,  or  compel  them  to 
discharge  moral  duties  ;  but  it  sternly  and  searchingly 
punishes  moral  crimes,  and  every  attempt  of  one  or  more  in- 
dividuals to  injure  the  persons,  curtail  the  freedom,  destroy 
the  credit,  or  appropriate  the  property  of  others  ;  while  it 
strives  to  provide  constantly  increasing  openings,  oppor- 
tunities, and  inducements  for  actions  just  the  contrary  of 
these.  In  other  words,  its  whole  efforts  are  directed  not  to 
vain  attempts  to  compel  the  doing  of  right,  or  to  others, 
worse  than  vain,  which  relieve  from  the  need  to  do  it,  but  to 
punishing  the  doing  of  wrong,  and  to  multiplying  facilities 
for,  and  enlarging  the  rewards  obtainable  through,  the  doing 
of  right. 

The  burthen  of  Government  conducted  upon  this  system, 
instead  of  growing  constantly  heavier,  grows  constantly 
lighter,  inasmuch  as  every  increase  in  the  population  and 
their  requirements  provides  the  Government  with  larger 
means  for  satisfying  them  ;  while  the  interests  of  the  Govern- 
ment and  the  governed  having  become  at  last  identical,  all 
opposed  to  the  former  become  of  necessity  enemies  to  the 
latter,  to  be  more  and  more  regarded  as  hostes  humani  generis, 
and  as  such  to  be  pursued  and  repressed  by  all. 

How  simple  are  the  functions  of  Government  conducted 
upon  this  system  the  following  resume  should  make  clear. 
These  functions  divide  themselves  naturally,  as  we  have 
already  learnt,  into  four  distinct,  yet  always  interdependent 
classes  :    the  Political,  the  Judicial,  the  Economical,  and  the 
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social ;  the  constant  aim  of  successful  Government  being  to 
so  discharge  each  of  these  functions  as  to  facilitate,  and  not 
impede  or  prevent,  an  effective  discharge  of  all  the  others, 
excess  or  defect  in  one  department  of  necessity  occasion- 
ing defect  or  excess  in  others. 


The  Political  Functions  of  Government. 

The  political  functions  of  the  Government  broadly  concern 
themselves  with  the  defence  of  the  State  at  home,  and  the 
protection  of  its  citizens  abroad  ;  this  latter  obligation  entail- 
ing constant  additions  to  the  State  itself  when  its  citizens  can 
be  efficiently  protected  in  no  other  way. 

The  defence  of  the  State  at  home  is  an  obligation  which 
rests  upon  all  adult  male  citizens  equally  with  the  Govern- 
ment, the  special  function  of  the  latter  consisting  not  in  the 
provision  of  soldiers,  that  being  a  necessary  incidence  of 
citizenship  itself,  but  in  their  most  effective  organisation, 
equipment,  training,  and  direction.  But  this  obligation  of 
citizenship  is  a  purely  national  one,  and  does  not  extend 
beyond  the  home  country,  its  root  being  the  obligatory 
defence  by  every  man  of  his  own  hearth  and  home. 

The  defence  of  colonies  and  foreign  possessions,  therefore, 
the  inhabitants  of  which  either  cannot  yet  be  entrusted  with 
the  martial  rights  of  full  citizenship,  or  have  not  reached 
numbers  sufficient  for  safety,  imposes  a  special  obligation  on 
the  home  Government,  which  requires  to  be  separately  pro- 
vided for.  The  ignoring  of  this  broad  distinction,  as  to  the 
onus  of  obligation  or  duty  in  the  matter  of  military  defence, 
must  always  be  productive,  either  of  extreme  military  weak- 
ness, of  excessive  military  expenditure,  or  of  both  together; 
for  the  whole  strength  of  every  nation  is  never  too  great  in 
the  last  result  to  protect  itself,  and  citizens,  when  acquiring 
the  training  necessary  to  secure  this  result,  cannot  justly 
claim  any  monetary  reward.  Home  defence,  therefore,  when 
rightly  provided  for,  should  never  entail  any  heavy  financial 
burthen  upon  the  Government,  payment  for  learning  how  to 
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discharge  his  personal  obligation  being  due  to  no  man,  the 
utmost  he  can  expect  being  relief  from  outlay  during  the 
process.  Whatever  goes  beyond  this  so  increases  the 
financial  burthen  of  the  Government,  as  either  to  incapacitate 
it  from  properly  discharging  its  other  than  political  functions, 
or  else,  through  the  imposition  of  injurious  taxes,  to  seriously 
impede  the  free  economic  development  of  the  people. 

It  being,  then,  the  duty  of  the  home  Government  to  pro- 
vide and  pay  soldiers  for  foreign  and  colonial  defence  to 
whatever  extent  this  cannot  be  done  by  each  locality  for 
itself  on  the  same  principles  as  apply  at  home,  the  discharge 
of  this  duty  requires  the  creation  and  maintenance  of  a  pro- 
fessional army  sufficient  for  this  purpose,  the  individuals  com- 
posing which  must  necessarily  be  paid  for  their  entire  services 
at  whatever  rate  is  necessary  to  attract  them  in  adequate 
numbers.  Thus  the  questions  of  home  and  colonial  defence 
require  to  be  kept  completely  distinct,  the  former  entailing 
no  other  obligation  upon  the  Government  than  is  involved  in 
the  most  effective  organisation,  equipment,  training,  and 
direction  of  the  citizen  soldiers ;  whereas  the  latter,  in 
addition  to  these  obligations,  requires  them  to  provide  and 
pay  for  the  soldiers  themselves.  While  for  home  defence, 
therefore,  the  Army  should  consist  of  millions  of  sufficiently 
trained  but  non-professional  and  unpaid  soldiers,  proportionate 
to  the  numbers  of  the  population,  for  foreign  service  it  should 
consist  of  thousands  of  highly-trained  professional  and  paid 
soldiers,  proportioned  to  the  duties  required  from  them. 
The  Navy  could  probably  be  organised  upon  the  same  system, 
the  broad  distinction  between  home  and  obligatory  and 
foreign  and  voluntary  service  always  supplying  the  founda- 
tion of  the  whole  system  of  defence. 

The  defence  of  the  home  country  and  its  colonies  and 
foreign  possessions  being  thus  provided  for,  the  political 
functions  of  the  Government  further  extend  to  the  protection 
of  its  citizens  in  other  countries,  and  to  the  securing  for  them, 
to  whatever  extent  is  possible,  the  same  freedom  and  security 
in  carrying  on  their  several  avocations  as  they  enjoy  at  home, 
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the  efficient  protection  of  its  citizens  abroad  being  scarcely 
less  essential  to  the  economic  development  of  every  community 
than  is  the  efficient  defence  of  the  State  at  home. 


The  Judicial  Functions  of  Government. 

The  judicial  functions  of  Government  broadly  concern 
themselves  with  the  punishment,  and,  through  the  fear  of  it, 
the  prevention  of  injuries  by  one  or  more  persons  to  others, 
in  body,  estate,  or  mind.  But  such  punishments  must  be  for 
genuine  injuries,  gratuitously  inflicted  by  the  injurers,  and  not 
for  anything  of  the  nature  of  losses  of  which  the  slightest  risk 
was  voluntarily  incurred  by  the  losers. 

For  directly  Government  interferes  between  individuals  to 
punish  or  compensate  for  losses,  not  only  does  it  wrongfully 
disturb  the  otherwise  just  distribution  of 'risk  which  is  essential 
to  the  healthy  development  of  trade,  but  it  at  the  same  time 
enormously  reduces  the  otherwise  inevitable  demand  for  money 
which  provides  the  only  taxless  revenue  for  the  State.  Every 
excess,  therefore,  in  the  discharge  of  any  Government's  judicial 
functions  of  necessity  ensures  a  corresponding  defect  in  the 
discharge  of  its  economic  functions. 

But  the  restriction  of  the  judicial  functions  of  Government 
to,  practically,  the  administration  of  criminal  lazv,  relieves  it 
from  most  of  the  obligations  now  attending  an  enforcement  of 
the  multiplying  statutes  of  civil  law,  converting  such  enforce- 
ment from  the  discharge  of  duty  it  is  now  considered  to  be  into 
the  violation  of  it,  which  it  economically  is.  But  it  is  the  ad- 
ministration of  civil  law  that  now  imposes  such  heavy 
monetary  burthens  upon  both  the  government  and  the 
governed.  The  denial,  therefore,  of  any  Governmental  obli- 
gation in  respect  to  most  of  the  objects  now  aimed  at  by  civil 
statutes  would  not  only  enormously  simplify  the  administra- 
tion of  justice,  but  also  vastly  reduce  its  cost.  Necessarily, 
however,  the  restriction  of  the  judicial  functions  of  Government 
to  the  administration  of  criminal  law  would  compel  successive 
inclusions  within  this  category  ol  classes  of  acts  which  formerly 
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lay  outside  it.  Chief  amongst  these  are  multiplying  sanitary 
obligations,  a  neglect  of  which,  as  the  population  grows  larger, 
entails  injurious  consequences  to  health  or  life  which  did 
not  manifest  themselves,  or  were  not  noticeable,  when  it  was 
smaller.  In  this  direction,  therefore,  acts  of  omission  may  at 
length  become  of  even  more  serious  criminal  import  than  acts 
of  commission,  requiring  punishment  in  proportion  to  the 
gravity  of  the  consequences.  But  expansion  such  as  this  in 
the  criminal  law  curtails  no  man's  justifiable  freedom.  It 
merely  ensures  such  an  educational  influence  in  respect  to 
personal  habits  as,  being  essential  to  the  healthy  existence  of 
a  denser  population,  must  ultimately  be  demanded  by  in- 
structed public  opinion. 

With  the  final  refusal  of  the  Government  to  have  anything 
to  do  with  the  enforcement  of  other  contracts  than  those  of 
rent,  their  present  disastrous  and  criminal  support  of  the 
usurer  ceases,  and  this  worthy  sinks  back  at  once  into  his 
natural  economic  insignificance  as  a  mere  receiver  of  pledges — 
i.e.,  as  a  pawnbroker.  What  immeasurable  relief  this  obedi- 
ence to  the  mandate  of  divine  justice  must  bring  can  be  fully 
realised  only  by  those  who  are  acquainted  with  the  ghastly 
series  of  economic  crimes  perpetrated  with  the  assistance  of 
the  law  by  such  ruthless  blood-suckers  as  the  village  usurers 
of  India  and  the  gombeen-men  of  Ireland  upon  their  ignorant, 
defenceless,  and  unfortunate  agricultural  victims. 


"■ia1 


The  Economic  Functions  of  Government. 

The  economic  functions  of  Government  broadly  concern 
themselves  with  the  provision  of  increasing  and  more  regular 
supplies  of  food  for  a  multiplying  population,  such  provision 
being  possible  only  through  ensuring  to  food-producers 
(i)  secure  "estates"  in  land,  together  with  freedom  to  culti- 
vate any  product  thereon  ;  (2)  inducements  to  produce  con- 
stantly larger  quantities  of  Capital  or  purchasing  food- 
surpluses  ;  such  "  security  "  and  "  freedom  "  demanding  from 
Government  maintenance  of  stability  on  an  average  in  the  price 
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of  food  at  home,  and  such  "inducements"  the  provision  of 
increasing  facitities  for  the  sate  of  manufactures  at  Jwme  and 
abroad.  "  Stability  on  an  average  in  the  price  of  food  "  being 
in  its  turn  ensured  by  the  just  regulation  of  issues  of  national 
currency  tokens,  and  "  increasing  facilities  for  the  sale  of 
manufactures "  by  a  wise  expenditure  of  these  tokens  as 
issued.  Practically,  therefore,  the  economic  functions  of 
Government  concern  themselves  with  (1)  "A  just  regulation 
of  issues  of  national  currency  tokens,"  and  (2)  "  A  wise 
expenditure  of  these  tokens  as  issued." 

Now,  it  has  been  abundantly  proved  by  experience  that  in 
a  highly-civilised  community,  with  a  large  and  increasing 
circulation  of  money,  such  circulation  can  never  be  provided  by 
a  valuable  material.  Under  one  form  or  another,  secretly  or 
openly,  the  number  of  valuable  currency  tokens  in  use  will 
always  be  supplemented  by  a  constantly  increasing  number 
of  valueless  tokens,  pretending  to  represent  and  be  convertible 
into,  but  really  additions  to  and  wholly  inconvertible  into, 
valuable  ones.  These  supplementary  valueless  tokens,  at 
present  created  by  private  individuals  or  associations,  are  so 
convenient  and  easily  transmitted,  and  issued  in  such  numbers, 
as  to  rapidly  supersede  the  legal  currency  of  the  country,  any 
extended  demand  for  which  now  becomes  a  sort  of  monetary 
quicksand,  fatal  to  all  who  drift  or  are  dragged  within  its 
reach.  Instead,  therefore,  of  being  a  source  of  benefit  to  the 
whole  community,  the  governmental  currency  tokens  hence- 
forth become,  owing  to  their  material,  the  cause  of  monetary 
disasters,  almost  periodic  in  their  recurrence.  But  such 
disasters  are  due  to  nothing  but  the  present  misconception 
that  exists  as  to  the  nature  and  purpose  of  civilised  money, 
habit  still  deeming  it  a  barbaric  equivalent  in  value,  whereas 
science  has  long  recognised  it  as  nothing  but  a  civilised  token 
of  valite.  It  needs  nothing,  therefore,  but  a  recognition  of 
what  value  actually  is  to  simplify  the  whole  theory  of  money, 
and  place  it  at  once  upon  a  natural,  an  intelligible,  and  a 
truthful  basis.  The  chief  merit  which  the  present  work  lays 
claim    to,  therefore,  is   the  discovery  that  economic  value  is 
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itself  nothing  but  the  relation  between  quantities  of  Capital, 
or  purchasing  food-surpluses  and  articles  of  Wealth  or  manu- 
facture, all  subsidiary  deductions  resting  upon  this  funda- 
mental conclusion.  For  monetary  purposes  it  has  been 
shown  that  all  local  or  national  Capital  is  expressible  in 
terms  of  the  chief  food-grain  of  that  locality  or  nation,  such 
food-grain  being  itself  divisible  into  numbers  of  units  each 
containing  a  definite  and  unvarying  quantity  or  weight. 
Thus  the  annual  issue  of  currency  tokens  by  the  Government 
in  numbers  sufficient  to  maintain  stability  on  an  average  in  the 
price  of  such  food-unit  in  the  best  market  in  the  country 
ensures,  as  the  foundation  of  the  monetary  system  of  such 
country,  that  each  unit  of  money  shall  on  an  average  always 
represent,  because  convertible  in  markets  into,  the  same  quantity 
of  the  same  kind  of  food.  By  thus  regulating  its  issues  of 
currency  tokens,  the  Government  discharges  its  primary 
economic  function,  which  requires  it  to  secure  possession  of 
their  "  estates "  to  rent-payers  and  freedom  to  cultivate  any 
product. 

The  discharge  of  its  great  secondary  economic  function 
requires  a  zvise  expenditure  of  the  money-tokens  issued  upon  the 
provision  of  increasing  facilities  for  the  sale  of  manufactures  at 
home  and  abroad,  as  only  through  such  provision  can  con- 
stantly increasing  inducements  be  offered  to  food-producers 
to  raise  larger  quantities  of  Capital,  or  purchasing  food- 
surpluses,  for  the  support  of  multiplying  dwellers  in  towns. 

The  provision  of  these  increasing  facilities  must  in  the  main 
take  the  form  of  the  construction  of  new  roads,  canals,  and 
railways  ;  the  improvement  of  river  courses,  of  harbours,  and 
sea  channels  ;  the  erection  of  lighthouses ;  the  removal  or 
buoying  of  dangers  to  navigation  ;  the  survey  of  waterways 
and  oceans  ;  the  extension  of  postage  facilities  ;  and  the 
laying  of  telegraphic  and  telephonic  cables;  the  provision,  in 
fact,  of  whatever  decreases  the  time,  cost,  and  risks  of 
transport. 

But  these  multifarious  works  cannot  be  constructed  and 
maintained  without  the  employment  of  a  constantly  increas- 
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ing  army  of  workmen,  skilled  and  unskilled,  the  payment  of 
whose  wages,  together  with  the  purchase  of  the  material  and 
plant  required  for  their  works,  constitutes  that  "  wise  expendi- 
ture of  the  money-tokens  annually  issued,"  declared  to  be  the 
second  economic  function  of  the  Government. 

The  works  paid  for  by  these  issues,  and  constructed  in  this 
wav,  constitute  a  free  gift  to  the  community,  no  taxes  being 
levied  for  their  creation,  and  no  tolls  charged  for  their  use. 
And  yet  they  create  sources  of  constantly  increasing  revenue, 
for  the  larger  sales  they  promote  cause  a  correspondingly  in- 
creased demand  for  money,  the  greater  part  of  which  demand 
must  be  met  by  additional  issues  of  Government  notes,  the  wise 
expenditure  of  which,  in 'their  turn  again,  ensures  the  provi- 
sion of  yet  further  facilities  for  transport. 

It  has  been  already  explained  that  the  obligation  to  provide 
constantly  increasing  facilities  for  transport  entails  upon  the 
Government  no  obligation  to  undertake  the  functions  of 
carriers.  For  to  do  this  latter  is  only  to  injuriously  exceed 
their  duty,  to  compete  with  individual  freight  carriers,  and  so 
diminish  competition  amongst  these  for  freights  to  the  ulti- 
mate detriment  of  the  whole  community.  The  utmost 
economically  permissable  in  this  direction  is  the  temporary 
undertaking  of  transport  until  private  carriers  are  prepared  to 
take  their  place  ;  or  better  still,  the  offer  of  such  bonuses  as 
will  stimulate  private  enterprise  pending  the  development  of 
an  attractive  and  self-supporting  traffic. 

It  may  readily  be  seen  how  the  economic  obligation  resting 
upon  Government  to  employ  constantly  vast  armies  of  pro- 
ductive workmen  fi)  in  order  to  put  their  money  issues  into 
circulation  (2)  to  construct  and  maintain  increasing  facilities 
for  traffic,  provides  an  easy  and,  perhaps,  the  only  possible 
means  of  relief  from  that  now  crushing  burthen  of  civilisation, 
the  support  of  vast  armies  of  idle  soldiers.  For  the  slightest 
acquaintance  with  military  life  and  its  requirements  dispels 
the  idea  that  these  need  the  whole  of  a  soldier's  time,  during 
many  years  of  his  life,  to  master  the  details  of  his  military 
duties      So  far  is  this  from  being  the  case  that  comparatively 
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a  few  days,  devoted  annually  to  real  work  on  the  drill  ground 
and  in  the  field,  are  sufficient  to  impart  the  training  needed  to 
make  an  efficient  soldier,  as  witness  the  excellent  militia  and 
volunteer  regiments  of  Great  Britain  ;  the  multitudinous 
drills  in  excess  of  this  required  from  regular  soldiers  being 
needed  rather  to  provide  the  men  with  occupation,  in  order  to 
keep  them  out  of  mischief,  than  to  ensure  their  military 
efficiency.  How  small  the  difference  to  soldiers,  then,  would 
be  the  employment  of  such  wasted  time  upon  the  construction 
of  productive  and  necessary  works,  instead  of  upon  the  "putting 
in"  of  useless  and  needless  drills;  but  how  enormous  the  differ- 
ence to  the  State,  being  no  less  than  the  conversion  of  a  crushing 
burthen  into  a  national  blessing.  How  much  better  even  to 
pay  the  soldiers  and  officers  enlisted  for  constructive  work 
twice,  or,  if  necessary,  three  times  the  sums  they  now  receive 
for  doing  needless  drilling. 

That  such  productive  employment  is  perfectly  compatible 
with,  nay,  probably  increases,  military  efficency,  is  amply 
proved  by  the  experience  of  the  Roman  legions,  who  fought 
under  conditions  which  demanded  for  success  a  much  more 
severe  physical  training  and  a  far  more  iron  discipline  than 
is  now  required.  For  then  all  fighting  was  at  close  quarters, 
and  victory  depended  mainly  upon  superior  muscular  develop- 
ment and  closer  tactical  cohesion.  Whereas  now  men  destroy 
each  other  at  a  distance,  and  most  fighting  formations  are 
loose  and  open.  Yet  the  Roman  legions  were  regularly  utilised 
in  the  construction  of  public  works,  and  the  vast  highways 
that,  starting  from  the  imperial  city,  radiated  to  the  utmost 
limits  of  the  empire,  constituting  such  a  distinguishing  feature 
of  Roman  civilisation,  were  largely  the  work  of  the  legion- 
aries themselves,  and  still  testify  through  their  remains  to  a 
constructive  skill  which  has  long  outlived  every  trace  of  their 
military  prowess. 

"  From  Augustus  to  Diocletian,  the  third  legion  (Augusta) 
held  the  tribes  (of  the  Atlas)  in  check  from  Lambaesis,  a 
camp  and  city  of  its  own  creation.  This  three  centuries  was 
the  longest  time  that  any  Roman  legion  was  fixed   in  one 
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headquarters.  Its  history  gives  us  an  idea  of  what  a  Roman 
legion  had  to  do.  .  .  .  Its  camp  and  extant  praetorium  are  a 
magnificent  specimen  of  a  military  centre.  .  .  .  Hadrian 
visited  them  in  July  A.D.  126.  He  delivered  to  them  a  great 
allocution  which  stands  recorded  on  a  special  monument. 
He  speaks  of  the  number  of  their  works  as  having  in  no 
degree  impaired  the  excellence  of  their  manoeuvring."  To 
show  the  nature  of  which  works  I  continue  the  quotation  : 
"  Around  us  (at  Lambaesis)  now  spread  miles  of  fragments, 
with  immense  remains  of  public  buildings,  a  praetorium  con- 
structed for  military  pomps  beyond  our  conceiving,  arches, 
temples  of  singular  but  somewhat  irregular  beauty.  The 
triple  shrine  of  /Esculapius,  Serapis,  and  Silvanus  is  on  a 
fantastic  but  most  elegant  ground  plan.  We  know  the  very 
years  of  most  of  these  buildings.  They  were  all  erected, 
whether  in  the  camp  or  city  (except  perhaps  the  Capitol)  by 
the  legion  itself,  and  the  temples  themselves  were  retained 
under  military  guardianship"  ("Cyprian  and  His  Times," 
Archbishop  Benson,  pp.  586-7). 

The  Social  Functions  of  Government. 

The  social  functions  of  Government  concern  themselves 
in  the  main  with  improving  (1)  the  health,  (2)  the  conduct  of 
the  governed. 

Health. 

A  constant  accompaniment  of  improvement  in  the  economic, 
i.e.,  material,  welfare  of  every  people  should  be  an  increase  in 
their  average  longevity,  which  increase  results  from  (1)  a 
better  supply  of  more  nutritious  food  ;  (2)  the  abandonment 
of  superstitions  and  injurious  practices,  especially  in  the  treat- 
ment of  the  young;  (3)  increased  attention  to  personal  cleanli- 
ness ;  (4)  improvements  in  sanitary,  medical,  and  surgical 
knowledge  and  practices; — every  step  of  progress  in  these 
respects   registering   itself  in   a   definite  number  of   minutes, 
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hours,  days,  weeks,  months,  or  years,  added  to  the  average 
age  of  individuals  at  their  death.  And  as  it  is  to  the  financial 
interest  of  every  Government,  that  places  its  monetary  system 
upon  a  sound  basis,  to  raise  the  birth-rate  as  high,  and  reduce 
the  death-rate  as  low,  as  possible,  seeing  that  each  individual 
added  to  the  population  increases,  and  each  one  lost  to  it 
decreases,  the  demand  for  new  money  issues,  it  becomes 
merely  a  matter  of"  good  business"  to  do  everything  possible 
to  promote  the  health  and  therefore  the  longevity  of  the 
people.  To  accomplish  this,  therefore,  the  Government  re- 
quires (1)  to  encourage,  by  rewarding,  discoveries  in  sanitary, 
medical,  and  surgical  science  ;  (2)  to  insist  upon  the  practical 
utilisation  of  these  discoveries  by  individuals.  For  neglect  to 
apply  known  sanitary  truths,  or  to  abandon  proved  insanitary 
practices,  whereby  the  lives  of  others  are  either  not  adequately 
prolonged,  or  else  are  needlessly  curtailed,  must  eventually 
be  regarded  as  equally  criminal  with,  and  far  more  injurious 
than,  acts  of  personal  violence,  demanding  proportionate 
punishment  by  law. 

This  insistence  upon  sanitary  practices  in  respect  to  their 
largest  and  by  far  their  most  important  sphere,  the  disposal 
of  the  night-soil  and  refuse  of  towns,  will  exhibit  itself  in  one 
aspect  as  the  discharge  of  a  vital  social  function,  but  in  an- 
other as  that  of  an  equally  vital  economic  one.  For  as  soon 
as  the  cultivation  of  lands  adjacent  to  towns  becomes,  as 
naturally  it  should  be,  the  most  intense,  a  use  and  increasing 
demand,  such  as  already  exists  in  China,  will  spring  up  for 
the  best  of  all  fertilisers  contiguous  to  the  places  of  its  largest 
production.  While  once  this  great  question  is  settled  in  the 
only  rational  way,  owing  to  the  enormous  multiplication  of 
food-producers  adjacent  to  towns  through  such  sub-letting" 
of  "  estates,"  as  is  now  absolutely  forbidden,  then  the  proper 
disposal  of  night-soil,  by  means  probably  of  some  municipal 
system  of  dry  earth  distribution  and  collection,  will  be  found 
to  extraordinarily  increase  the  production  of  home  food- 
surpluses  or  Capital,  and  with  it  the  demand  for  new  issues 
of   Currency  or    food-tokens   by  the   Government.     So   that 
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every  improvement  in  sanitation  should  add  not  only  to  the 
longevity  of  the  people,  but  also  to  the  food  supplies  of  the 
nation  and  the  revenues  of  the  Government. 


Conduct. 

As  the  important  part  which  the  conduct  of  its  individuals 
play  in  the  prosperity  of  a  nation  will  not  fully  appear  until 
we  consider  how  alone  economic  principles  can  be  converted 
into  personal  practices,  we  can  do  little  more  than  state  here 
that  while  education  in  respect  to  conduct  is  an  imperative  duty 
01  Government,  failure  in  respect  to  which  must  eventually 
neutralise  success  in  every  other  direction,  education  in  respect 
to  special  forms  of '  knozvtedge  forms  no  part  of  its  functions  at  all. 
For  the  necessities  of  individuals,  the  election  of  parents,  and 
the  prospects  of  reward  should  be  the  causes  which  determine 
the  number  of  students  fitting  themselves  for  particular  occu- 
pations, and  the  Government  can  do  nothing  but  impede 
these  economically  effective  distributors  by  subsidising  par- 
ticular forms  of  instruction,  and  so  directing  towards  special 
occupations  more  individuals  than  they  would  otherwise 
attract,  or  than  the  occupations  themselves  can  support.  A 
conspicuous  instance  of  this  is  afforded  by  the  Government 
schools  and  colleges  of  India,  which  turn  out  numbers  of 
young  men  fitted  to  be  clerks  or  writers,  but  unfitted  to  be 
anything  else ;  and  as  there  are  not  enough  places  for  a 
quarter  of  those  prepared  for  them,  the  effect  of  this  specialised 
education  in  knowledge  by  the  Government  is  not  to  benefit 
the  instructed,  but  merely  to  multiply  the  discontented. 

After  imparting,  then,  such  elementary  knowledge  as  is  not 
only  contributory  to  good  conduct,  but  supplies  an  indispens- 
able foundation  for  all  specialised  instruction,  the  educational 
obligations  of  the  Government  cease,  the  demand  for  sub- 
sequent and  technical  training  being  best  supplied  by  private 
enterprise,  as,  to,  and  by  whom,  it  is  demanded.  For  each 
trade,  occupation,  and  profession  would  naturally  develop 
what  might  be  called  guild  schools,  in  which  practical  technical 
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instruction  of  the  exact  kind  required  would  be  imparted,  but 
only  to  such  numbers  of  students  as  the  circumstances  of  the 
trade,  occupation,  or  profession  warranted.  Under  this  system 
there  could  be  no  forced  and  unhealthy  overcrowding  by 
students  of  the  avenues  to  any  one  employment,  while  those 
to  many  others  remained  untrodden. 

Perhaps  in  the  sphere  of  education,  as  in  that  of  transport, 
a  system  of  subsidy  by  the  Government  might  be  employed 
with  advantage,  sufficient  to  encourage  the  starting  of  special- 
ised private  schools  until  such  time  as  individual  demand  for 
the  technical  instruction  they  supplied  made  them  self- 
supporting.  The  two  alternative  dangers  always  being  kept 
in  view  of,  on  the  one  hand,  allowing  Government  subsidies 
to  become  injurious  stimulants  in  a  wrong  direction  instead 
of  merely  useful  aids  in  a  right  one ;  and  on  the  other  of 
permitting  guild  schools  to  degenerate  into  instruments  for 
preventing  fair  competition  instead  of  institutions  contribut- 


ing to  it. 


We  have  now  completed  our  inquiry  into  "  The  Universal 
relations  that  must  everywhere  subsist  between  the  producers 
of  Wealth  and  the  producers  of  Capital  to  allow  of  the  freest 
production  of  both,  and  sale  of  the  former  for  the  latter,"  as 
well  as  into  the  economic  functions  of  the  Government,  whose 
existence,  and  the  faithful  discharge  of  whose  duties,  alone 
makes  possible  the  maintenance  of  these  relations  in  all  their 
requisite  freedom  and  simplicity. 

But  the  civilisation  we  have  here  described  is  one  in  which 
the  population  occupying  any  given  area  of  land  constantly, 
though  it  may  be  slowly,  increases,  not  in  numbers  only,  but 
also  in  well-being;  the  very  fact  of  such  increase  in  numbers 
ensuring  an  increase  in  the  supply  both  of  food  and  of 
material  comforts.  In  other  words,  it  assumes  that  as  any 
population  increases  upon  the  principles  here  laid  down, 
the  severity  of  each  individual's  "  struggle  for  existence " 
diminishes,  that  he  enjoys  a  larger  share  of  the  gifts  of 
Nature,  of  Industry,  and  of  Art,  at  the  same  or  a  lessen- 
ing   cost    in    labour.     But    this    optimistic    conclusion    is    so 


The  Broad  Effect  of  the  Preceding  Principle     1 7 


-j 


diametrically  opposed  to  the  pessimistic  one  to  which  the 
leading  thinkers  of  the  present  century  have  lent  the  great 
weight  of  their  names,  the  conclusion  which  condemns  man 
to  the  same  struggle  for  existence  as  animals,  and  asserts  that 
as  his  numbers  increase  that  struggle  must  grow  keener  for 
all,  and  more  and  more  hopeless  for  many,  the  constant 
tendency  amongst  all  living  organisms  being  to  increase  faster 
than  their  means  of  subsistence,  that  no  mere  reasoned 
marshalling  of  arguments  can  weigh  against  this  consensus  of 
authorities.  Facts,  alone  can  contradict  fallacies.  To  facts, 
therefore,  we  must  appeal  in  support  of  our  broad  conclusion, 
that  every  increase  of  population  upon  the  principles  here  laid 
down  is  productive  of  greater  plenty  at  the  cost  of  the  same  or 
less  labour.  For,  unless  this  conclusion  be  accepted,  it  is  use- 
less to  proceed  to  the  second  division  of  our  subject,  a  con- 
sideration of  "  The  removable  hindrances  which  in  any  given 
locality  or  country  restrict  (a)  the  free  production  of  Capital, 
and  so  set  in  motion  Malthus'  iron  Law  of  Population,  and 
(b)  the  free  sale  of  Wealth,  and  so  set  in  motion  Ricardo's 
iron  Law  of  Wages. 


CHAPTER  XVI 

THE    LAW   OF   SOCIAL   DEVELOPMENT 

It  has  been  stated  in  the  preceding  chapter  that  as  the 
population  of  any  country  multiplies  upon  the  principles  here 
laid  down,  an  expenditure  of  the  same  amount  of  labour  will 
obtain  for  the  labourer  the  same  or  an  increased  supply  of 
food  and  a  constantly  increasing  supply  of  comforts,  and  that, 
consequently,  an  increase  in  every  well-governed  population, 
one,  that  is,  in  which  life  and  property  are  secure,  should  be 
synonymous  with  an  increase  in  individual  well-being. 

It  has  also  been  stated  that  this  assertion  is  diametrically 
opposed  to  the  weight  of  scientific  authority,  which,  recog- 
nising no  fundamental  difference  between  the  evolutionary 
processes  at  work  in  the  animal  kingdom  and  in  human 
societies,  asserts  that  everywhere  the  number  of  individuals 
tends  to  increase  faster  than  their  means  of  subsistence,  and 
that  this  divergent  rate  of  progression  sets  up  that  "  struggle 
for  existence,"  i.e.,  for  food,  which  leads  to  the  "survival  of  the 
fittest,"  i.e.,  the  strongest,  which  is  itself  the  universal  cause  of 
evolutionary  progress.  Thus  social  science,  as  at  present 
understood,  is  practically  at  one  with  Biological  Science,  since 
both  require  the  presence  of  this  "  struggle  for  existence,"  i.e , 
for  food,  to  account  for  the  obvious  fact  of  evolutionary  de- 
velopment. For  that  there  is,  or  rather  has  been,  organic 
development  amongst  animals,  and  both  has  been  and  is 
social  development  amongst  men,  are  facts  patent  to  the  most 
careless  observer.  What  more  natural,  then,  what  more 
scientifically  symmetrical,  than  that  the  same  cause  should 
operate  in  both  cases;  that  the  "struggle  for  existence"  and 
the  "  supremacy  of  force  "  should  be  as  real  and  as  effective  in 

i74 


The  Law  of  Social  Development  175 

respect  to  human  societies  as  they  seem  to  have  been  in 
respect  to  animal  organisms  ? 

Now,  that  force,  by  which  is  meant  physical  dominance, 
really  has  been  the  cause  of  past  organic  development  amongst 
animals,  is  no  doubt  more  of  an  assertion  than  a  fact.  But,  at 
any  rate,  it  certainly  is  a  determining  factor  in  their  present 
condition  ;  the  strong  trampling  or  preying  upon  the  weak, 
and  existing  only  because  they  exert  their  strength.  Indeed, 
one  can  discern  no  other  system  under  which  they  could  exist 
as  now  constituted.  We  may  assume,  therefore,  that,  in  the 
present,  wild  animals  cannot  subsist  except  by  resorting  to 
force.  Whether  to  this  cause  they  also  owe  their  organic 
development  in  the  past,  we  need  not  decide,  seeing  that  such 
development  practically  ceased  prior  to,  or,  at  least,  has  not 
perceptibly  varied  during,  historic  times.  The  only  question 
of  importance  is,  are  men,  in  respect  to  their  social  develop- 
ment, which  is  all  that  concerns  us  economically,  subject  to 
the  same  law  as  animals  in  respect  to  their  physical  existence  ? 
In  other  words,  is  the  Supremacy  of  Force  as  much  the  funda- 
mental /azu  of  human  progress  as  it  is,  or  seems  to  have  been, 
that  of  animal  being  ? 

The  vast  majority  of  social  scientists  answer  this  question 
in  the  affirmative  ;  some  unconsciously  through  the  economic 
principles  they  support,  others  consciously,  when  maintaining 
that  practically  the  same  law  holds  good  for  men  as  for 
animals,  although  operating  in  less  direct  and  obvious  ways. 
The  whole  purpose  of  this  work  has  been  to  prove  that  the 
answer  to  this  question  must  be  i)i  the  negative.  That  the  law 
of  development  for  men  not  merely  differs  from,  but  is  the 
exact  opposite  of,  that  of  existence  for  animals.  That  whereas 
animals  can  multiply  up  to  their  natural  limits  only  by  resort- 
ing to  force,  men  can  multiply  indefinitely  beyond  that  limit  only 
by  more  and  more  abstaining  from  it ;  the  extent  to  which 
they  so  abstain  determining  the  extent  to  which  they  can 
both  multiply  numerically  and  develop  socially.  In  other 
words,  man  begins  his  course  of  development  just  where 
animals  terminate  theirs,  but  begins  and  continues  it  only  by 
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abandoning  successively  every  principle  upon  which  animals 
are  supposed  to  act. 

Now,  to  prove  this  assertion,  it  is  not  possible  to  adduce 
any  instance  of  a  State  or  people  that  has  abandoned  force  as 
the  fundamental  principle  of  their  existence.  The  utmost 
that  can  be  done  is  to  show  that  wherever  social  development 
has  taken  and  does  take  place,  such  development  is  a  con- 
sequence of  a  less  or  more  complete  abstention  from  force,  or  the 
fear  of  it,  in  an  increasing  number  of  social  relations  ;  and 
that,  while  only  in  this  direction  is  progress  possible,  no  limit 
can  be  assigned  to  numerical  and  social  developments  if  it  be 
consistently  pursued. 

The  acceptance  of  this  simple  principle  as  the  basis  of 
social  science  would  itself  constitute  an  epoch  in  the  history 
of  human  thought,  while  its  transference  from  the  region  of 
scientific  inquiry  to  that  of  practical  government,  through  a 
recognition  by  statesmen  of  the  fact  that  only  through  succes- 
sive abstentions  from,  and  prohibitions  of,  force  in  a  multiply- 
ing number  of  economic  relations,  is  it  possible  to  maintain 
an  increasing  population  at  the  same  or  a  higher  level  of 
material  comfort,  would  at  last  start  civilised  communities 
upon  a  common  and  assured  course  of  progress,  unshadowed 
by  any  of  the  doubts  inseparable  from  an  acceptance  of  the 
Malthusian  Theory  of  Population. 

It  only  remains  then  to  show  (1)  That  it  is  a  progressive 
adoption  of  the  principles  here  laid  down  that  has  enabled 
communities  and  nations  to  increase  numerically  and  advance 
economically  in  the  past,  and  (2)  That  the  only  hindrance  to 
continued  progress  in  the  present  are  the  still  existing  viola- 
tions of  these  principles  by  governments,  with  or  without  the 
consent  and  co-operation  of  the  governed,  or  by  the  governed, 
with  or  without  the  consent  and  co-operation  of  the 
government. 

The  stage  of  human  Society  in  which  men  are  least  raised 
above  that  animal  world  to  which,  organically,  they  are  so 
akin  is  that  in  which  they  prey  upon  animals  and  upon  each 
other  ;  it  is,  in  other  words,  "  the  Hunting  stage."     If  I  take 
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this  then  as  a  starting  point  of  human  progress,  I  am  by  no 
means  assuming  that  this  was  man's  original  state.  Indeed,  I 
do  not  believe  that  it  was,  both  because  man  is  not  physically 
constructed — as  are  all  true  carnivora — so  as  to  live  exclusively 
upon  flesh,  and  yet  more  because  we  are  divinely  told  that 
our  first  parents  were  started  upon  the  path  of  progress  with 
the  knowledge  of  how  to  rear  flocks  and  herds,  and  how  to 
till  the  ground  ;  and  that  not  until  a  long  period  had  elapsed 
did  "a  mighty  hunter  arise"  in  the  person  of  Nimrod,  to 
whom  is  first  ascribed  an  overweening  and  destructive  ambi- 
tion to  subdue  and  rule  over  his  fellow-men.  Nor  is  there 
anything  in  our  experience  of  men's  actions  to  throw  the 
slightest  doubt  upon  the  fact  that  such,  and  indeed  all,  know- 
ledge may  not  only  be  impaired  but  completely  blotted  out 
under  the  continued  rule  of  violence.  So  that  if  I  take  as  our 
starting  point  the  "hunting  condition"  of  man,  this  is  by  no 
means  assuming  that  such  was  his  original  state,  but  merely 
that  it  is  the  lowest  to  which  he  can  sink  ;  that  it  is  one  to 
which  he  actually  did  fall,  and  in  some  localities  still  remains  ; 
and  that  from  it  we  have  historic  as  well  as  visible  evidence 
of  his  modern  emergence. 

Economically,  indeed,  we  are  not  required  to  form  any 
opinion  upon  the  original  state  of  man,  but  only  to  ascertain 
what  are  the  principles  which,  if  more  and  more  persistently 
violated,  will  certainly  reduce  every  human  society  to  the  hunting 
stage  and  keep  them  therein,  and  if  more  and  more  persistently 
pursued  will  just  as  certainly  raise  every  human  society  higher 
and  higher  above  that  stage.  Assuming  then  the  hunting  stage 
to  be  the  starting  point  of  social  development,  we  require 
answers  to  the  three  following  questions,  in  respect  not  only 
to  it,  but  also  to  every  subsequent  stage  of  social  develop- 
ment : — 

I.  What  is  the  numerical  limit  (if  any)  to  the  increase  of  a 
hunting  population  ? 

II.  What  is  the  condition  of  a  hunting  population  as  to  the 
supply  of  food  and  material  comforts  ? 
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III.  What  are  the  hindrances  which  prevent  a  prosperous 
increase  beyond  such  limit  ? 

The  Hunting  Stage. 

I.  The  co-existence  side  by  side  of  the  most  advanced  with 
the  most  primitive  social  conditions  fortunately  supplies  us 
with  statistics  which  would  be  otherwise  unattainable,  and  the 
following  information  provides  a  valuable  basis  for  our 
inquiries.  It  is  obtained  from  the  London  Times  (May,  1885), 
in  an  article  dealing  with  the  Red  Indian  question,  then  pro- 
minently before  the  public  through  Riel's  rebellion  in  the 
North- West  of  Canada.  The  writer  states: — "One  of  the 
most  notable  facts  established  with  regard  to  the  Indians  of 
British  North  America  is  that  those  of  them  who  live  ex- 
clusively by  hunting  and  fishing  cannot  increase  beyond 
certain  very  restricted  limits  governed  by  the  ratio  between 
the  number  of  the  inhabitants  and  the  superficies  inhabited. 
Below  that  ratio  they  descend  periodically  through  famine, 
disease,  and  war,  vacillating  between  an  almost  determinable 
maximum  and  an  indeterminable  minimum.  Ten  years  ago  it 
was  found  that,  taking  the  whole  aboriginal  population  of 
British  North  America,  including  the  few  tribes  who  live 
chiefly  by  agriculture  and  industrial  pursuits  in  the  settled 
provinces,  as  well  as  the  tribes  placed  in  exceptionally  un- 
favourable conditions  in  Arctic  climates,  the  mean  inhabited 
superficies  was  thirty-four  square  miles  per  head.  In  the  best 
hunting  grounds  with  a  temperate  climate,  in  the  absence  of  ex- 
tensive fisheries, the  increase  of  the  Indian  population  to  a  larger 
number  than  one  inhabitant  to  fifteen  square  miles  was  shown 
to  cause  misery  and  disease,  or  incursions  upon  neighbouring 
territories  and  consequent  warfare." 

The  absolute  accuracy  of  these  figures  cannot,  of  course,  be 
guaranteed  ;  but  based  as  they  are  upon  facts  officially  ascer- 
tained, they  may  be  accepted  as  sufficiently  accurate  and  as 
most  remarkable.  For  they  indicate  that  the  greatest  possible 
density  of  a  hunting  population,  that  is  of  man  in  his  lowest 
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and  most  primitive  condition,  and  under  the  most  favourable 
circumstances,  cannot  exceed  one  human  being  to  each  fifteen 
square  miles  of  fertile  land,  and  that  in  proportion,  as  climatic 
and  other  conditions  are  less  favourable,  a  larger  area  than 
this  is  required  for  the  sustenance  of  each  separate  individual. 

In  these  fifteen  square  miles  of  fertile  land  then,  necessary 
to  support  one  individual  in  the  hunting  stage,  we  find  a 
definite  economic  unit,  invaluable  in  measuring  the  quality 
and  extent  of  subsequent  developments.  We  also  find  in  it 
an  answer  to  our  first  question :  "  What  is  the  numerical 
limit  to  the  increase  of  a  hunting  population  ?  " 

II.  The  second  question  is  :  "What  is  the  condition  of  a 
hunting  population  as  to  the  supply  of  food  and  material 
comforts  ?  " 

The  answer  is  easy.  It  is  the  lowest  to  which  humanity 
can  sink,  being,  indeed,  but  little  elevated  above  that  of  the 
wild  animals  upon  which  they  subsist.  It  is  the  stage  of 
least  desire  as  well  as  of  least  exertion,  for  the  merely  animal 
requisites  of  food,  warmth,  and  shelter  provided,  the  individual 
devotes  the  rest  of  his  time  to  either  fighting,  sleeping, 
dancing,  drinking,  or  debauchery  ;  food  at  this  stage  being 
provided  entirely  by  the  chase  periods  of  surfeit  are  constantly 
succeeded  by  long  intervals  of  want.  It  is  rarely  even  that 
any  evidence  is  shown  of  such  prudence  and  foresight  as 
provides  for  times  of  scarcity  by  storing  up  in  those  of 
abundance.  It  may  be  safely  asserted,  indeed,  that  deaths 
from  actual  starvation  are  more  frequent  in  this,  the  least 
populous  state  of  society,  than  in  any  other,  and  therefore 
that  at  this,  the  starting  point,  as  we  assume,  of  social  progress, 
the  pressure  of  the  population  is  greatest  upon,  its  available 
supplies  of  food. 

As  regards  material  comforts,  the  supply  is  of  the  meagrest. 
The  clothing  is  of  skins,  the  weapons  of  hardened  wood  or 
flint,  the  few  domestic  utensils  of  wood,  bark,  or  coarsely 
moulded  clay,  the  ornaments  of  bone  or  roughly-fashioned 
stones,  the  dwellings  skin  tents,  caves  in  the  rocks,  or  stone 
or  earthen  hovels.     In   other  words,  the   supply  of  material 
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comforts  is  just  as  poor  and  deficient  as  that  of  food  is  scanty 
and  uncertain. 

III.  The  third  question  is:  "What  are  the  hindrances 
which  prevent  an  increase  in  the  hunting  stage  beyond  the 
limit  of  one  individual  to  each  fifteen  square  miles  of  fertile 
land  ?  " 

The  answer  of  the  Malthusian  at  this,  as  at  every  sub- 
sequent stage  of  our  inquiry,  is  best  set  forth  in  the  following 
parable,  which  appeared  in  the  second  edition  of  the  Rev. 
Robert  Malthus'  "  Essay  upon  Population,"  and  though  sub- 
sequently withdrawn,  as  exhibiting  his  celebrated  "  Law  "  in 
too  repellent  an  aspect,  expresses  its  scope  and  tendency 
better  perhaps  than  any  modified  explanation  : — 

"  A  man  who  is  born  into  a  world  already  possessed 
(through  prior  occupation),  if  he  cannot  get  subsistence  from 
his  parents,  on  whom  he  has  a  just  command,  and  if  the 
society  do  not  want  his  labour,  has  no  claim  of  right  to  the 
smallest  portion  of  food,  and  in  fact  has  no  business  to  be 
where  he  is.  At  Nature's  mighty  feast  there  is  no  vacant 
cover  for  him.  She  tells  him  to  be  gone,  and  will  quickly 
execute  her  own  orders,  if  he  do  not  work  upon  the  compas- 
sion of  some  of  her  guests.  If  these  guests  get  up  and  make 
room  for  him,  other  intruders  immediately  appear  demanding 
the  same  favour.  The  report  of  a  provision  for  all  that  come 
fills  the  hall  with  claimants.  The  order  and  harmony  of  the 
feast  is  disturbed,  the  plenty  that  before  reigned  is  changed 
into  scarcity,  and  the  happiness  of  the  guests  is  destroyed  by 
the  spectacle  of  misery  and  dependence  in  every  part  of  the 
hall,  and  by  the  clamorous  importunity  of  those  who  are 
justly  enraged  at  not  finding  the  provision  which  they  had 
been  taught  to  expect.  The  guests  learn  too  late  their  error 
in  counteracting  those  strict  orders  to  all  intruders,  issued  by 
the  great  Mistress  of  the  feast,  who,  wishing  that  all  her  guests 
should  have  plenty,  and  knowing  that  she  could  not  provide 
for  unlimited  numbers,  humanely  refused  to  admit  fresh 
comers  when  her  table  was  already  full." 

Now,   seeing    that    the    so-called    "intruders"    into    Mr. 
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Malthus'  "  hall "  are  the  children  born  to  the  guests  them- 
selves obedient  to  the  the  laws  of  Nature,  the  moral  of  this 
parable  plainly  is  that  when  a  certain  density  of  population 
has  been  reached  (in  the  hunting  stage  one  to  each  fifteen 
square  miles  of  fertile  land),  the  guests  themselves  must 
violate  either  the  most  elementary  natural  law,  by  preventing 
children  being  born,  or  else  the  most  elementary  moral  law, 
by  murdering  them  after  birth.  Since  if  each  individual  does 
not  do  this  in  his  own  interests  Nature  will  do  it  in  complete 
disregard  of  individual  interests.  As  a  matter  of  fact,  many 
tribes  in  this  and  much  later  stages  of  development  do  act 
upon  Malthusian  principles,  and  constantly  prevent  an 
increase  in  their  numbers  by  the  exposure  of,  usually,  female 
infants. 

At  this  point  it  is  impossible  to  avoid  contrasting  the 
impotent  yet  malignant  "  Mistress"  of  Mr.  Malthus'  "feast" 
unable  to  support  the  "intruders"  herself  summons  into  the 
"hall,"  with  that  other  Lord  who  directed  his  servants  to  "go 
out  into  the  highways  and  hedges  and  compel  them  to  come 
in,"  who  said  :  "  When  thou  makest  a  dinner  or  a  supper, 
call  not  thy  friends,  nor  thy  brethren,  neither  thy  kinsmen, 
nor  thy  rich  neighbours,  lest  also  they  bid  thee  again  and  a 
recompense  be  made  thee.  But  when  thou  makest  a  feast 
call  the  poor,  the  maimed,  the  lame,  and  the  blind,  and  thou 
shalt  be  blessed."  Both  teachings  cannot  be  true,  and  vain  is 
it  to  pretend  that  they  do  not  conflict.  Thus  upon  the 
answer  given  to  this  third  question  depends  the  acceptance  or 
rejection  of  far  other  than  purely  economic  laws.  Indeed,  the 
whole  truth  of  revealed  religion  of  necessity  depends  upon  the 
powers  of  Nature  proving  abundantly  equal  to  satisfying  all  the 
requirements  of  its  precepts.  It  is  of  all  things  important, 
then,  that  Nature  should  be  freed  from  an  accusation  of 
impotence  which  ethically  is  fatal  to  morals,  and  scientifically, 
as  we  shall  now  show,  is  false  to  facts. 

But  while  thus  deeply  concerned  in  defending  Nature  from 
the  unjust  charge  of  impotence  here  brought  against  her,  our 
defence  involves  no  denial  of  the  great  principle  first  brought 
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into  prominence  by  Mr.  Malthus,  that  "  human  beings,  along 
with  all  other  animals,  constantly  tend  to  multiply  up  to,  and 
press  upon,  the  food  supplies  available  at  a?iy  given  time  and 
under  given  conditions."  It  is  not  this  great  principle  that  is 
denied,  but  only  Mr.  Malthus'  explanation  of  it  —  the 
principle  itself  being  one  of  the  most  pregnant  truths  ever 
exhibited  to  man.  A  truth  of  such  overwhelming,  such 
omnipotent  significance,  the  expression  of  a  law  of  such  vital, 
such  divine  power,  that  but  for  its  sleepless  action  it  may 
safely  be  asserted  that  man  would  still  be  taking  no  count  of 
the  flight  of  centuries,  but,  degraded  and  debased,  would  yet 
as  in  ages  infinitely  prehistoric  be  preying  upon,  and  in  his 
turn  serve  as  prey  for,  the  wild  animals  among  which  he 
dwelt,  and  to  the  highest  of  which  his  own  mental  condition 
was  often  so  little  superior.  But  in  a  law  productive  of  such 
beneficent  results  Mr.  Malthus  recognised  only  a  baleful  in- 
fluence, the  excess  of  his  sympathy  for  sufferers  blinding  him 
to  the  causes  of  their  suffering.  With  deep  concern  he 
beheld  what  seemed  to  him  a  war  to  the  knife,  in  which  the 
victors  were  not  only  invulnerable  but  invisible.  Man  he 
saw,  but  his  enemies  he  did  not  see,  and  so  concluded  they 
were  the  intangible  forces  of  a  harsh  and  hostile  power,  from 
whose  grudging  hand  gifts  were  painfully  wrung  only  after 
the  sacrifice  of  holocausts  of  human  victims. 

He  failed  to  see  that  the  real  combatants  were  not  man 
and  Nature,  but  man  and  his  own  sins  of  omission  or  com- 
mission. His  contemptuous  ignorance  of  Nature's  ways,  his 
lavish  waste  of  her  abundant  gifts,  his  sloth  in  making  use  of 
even  such  knowledge  as  he  possessed,  his  crimes  against  his 
feilow-men,  his  unquenchable  desire  for  what  labour  produces, 
his  unconquerable  repugnance  to  undergo  the  drudgery  of 
production.  He  failed  to  see  that  the  rocks,  upon  which  beat 
and  break  the  waves  of  human  life,  are  not  of  Nature's 
fashioning  but  of  man's  ;  that  his  infinite  miseries,  the 
unnumbered  myriads  of  his  untimely  deaths,  are  due  not  to 
the  paucity  of  her  gifts,  but  to  the  plenitude  of  his  follies,  his 
ignorance,  and  his  crimes. 
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There  cannot  be  the  shadow  of  a  doubt  that  but  for  the 
action  of  the  positive  checks,  a  hunting  population  would 
soon  exceed  the  maximum  density  of  one  human  being  to 
each  fifteen  square  miles  of  fertile  land.  But  it  is  the 
shallowest  of  reasoning  to  conclude  from  this  that  it  is  want 
of  food  or  the  dread  of  it  that  sets  these  checks  in  motion. 
While  the  accusation  made  against  Nature  of  incapacity  to 
meet  the  growing  demands  upon  her  appears  less  a  falsehood 
than  a  folly,  when,  side  by  side  with  the  hunting  maximum  of 
fifteen  square  miles  to  each  individual,  we  observe  an 
agricultural  population  attaining  a  density  of  two  hundred 
persons  and  upwards  to  each  square  mile  of  similar  land. 

The  slightest  consideration  of  actual  facts  would  have  shown 
that  it  is  the  stubborn  unteachableness  of  man  himself,  and 
his  obstinate  refusal  to  attempt  the  control  of  his  criminal 
passions,  far  more  even  than  his  actual  ignorance,  that  are  the 
immediate  causes  of  the  chief  checks  upon  his  increase  ;  of 
the  wars,  diseases,  crimes,  drunkenness,  immorality,  and  want 
which  annually  claim  their  millions  of  victims. 

The  Governments  of  both  the  United  States  and  Canada 
have  made  unceasing  efforts  to  wean  the  Red  Indians  from 
the  warfare  and  uncertainty  of  food-supply  inseparable  from 
dependence  upon  hunting  to  the  peace  and  plenty  belonging 
to  agriculture.  But  in  spite  of  the  contrast  visibly  before 
them  of  the  superiority  of  the  latter  condition  over  the 
former,  the  measure  of  success  has  been  a  constant  source 
of  disappointment.  Sweeter  by  far  remains  the  occasional 
surfeit  after  a  successful  hunt,  or  a  victorious  orgy  celebrating 
some  midnight  slaughter,  than  the  most  plentiful  feast  follow- 
ing a  garnered  harvest,  or  the  orderly  rejoicing  over  some 
fresh  discovery  in  Nature's  treasure-house.  When  actual 
seeing  thus  fails  to  secure  belief,  can  it  be  wondered  at  that 
the  occasional  exhortations  of  their  sages  to  better  things  fell 
on  deadened  and  sense-closed  ears?  It  would  be  as  just  to 
blame  the  Sea  of  Galilee  for  engulfing  the  herd  of  Gadarene 
swine  as  to  condemn  Nature  for  not  permitting  the  unlimited 
increase  of  a  hunting  population. 
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When  once  the  fact  is  pointed  out,  the  most  superficial 
of  observers  can  perceive  that  long  before  the  pressure  of 
a  population  upon  its  food-supplies  can  exhibit  itself  as  actual 
want  or  starvation,  an  increasing  number  of  individuals  making 
up  that  population  will  find  that  greater  exertions  are  daily 
needed  to  supply  themselves  with  their  customary  quantities  of 
food.  It  is  just  at  this  point,  and  from  failing  to  appreciate 
the  meaning  of  this  fact,  that  Mr.  Malthus'  theory  parts  com- 
pany with  the  realities  of  life,  and  prances  off  into  the  regions 
of  erroneous  assumption. 

It  is  not  want  of  food  for  the  day,  or  its  anticipated  want 
upon  the  morrow,  or  in  a  week,  or  a  month,  or  a  year  hence, 
which  is  the  mighty  force  which  either  hurls  humanity,  bleed- 
ing and  broken,  upon  the  shores  of  Time,  or  sweeps  him 
forward  high  on  the  topmost  waves  of  progress.  But  it  is  the 
means  that  he  adopts  to  avoid  having  forced  upon  him  more 
daily  work  than  he  is  willing  or  accustomed  to  perform. 

When,  in  the  hunting  stage,  food  becomes  harder  to  procure, 
the  usual  cause  of  such  difficulty  is  either  an  increase  in  the 
tribe  which  feels  the  pressure,  beyond  the  maximum  density 
of  comfort,  or  else  the  contraction  of  its  hunting  grounds  by 
the  growth  of  some  adjacent  tribe.  Now  there  are  two  ways, 
and  two  alone,  in  which  this  pressure  can  be  lessened,  and  no 
more  work  exacted  from  each  individual  than  he  is  willing  or 
accustomed  to  perform.  The  first,  which  appeals  immediately, 
invariably,  and,  as  a  rule,  successfully  to  his  animal  nature, 
is  violence,  or  force  in  some  form.  The  second  is  an  improve- 
ment or  alteration  in  his  method  of  obtaining  food. 

Let  him  resort  exclusively  to  violence,  as  he  all  but  in- 
variably does,  and  there  is  no  possibility  of  his  advancing 
beyond  the  hunting  stage.  Let  him  refrain  from  it,  to  how- 
ever small  an  extent,  and  adopt  instead  an  improved  method 
of  obtaining  his  food,  and  at  once  he  emerges  from  the  scarcity 
and  poverty  distinctive  of  a  hunting  people,  and  advances  to 
the  greater  abundance,  comfort,  and  density  of  a  pastoral 
population.  Thus,  with  the  hunting  population,  the  Mal- 
thusian  Law  begins  to  act  only  after  that  population  has  reached 
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a  certain  density,  and  only  if  each  individual  of  it  then  refuses 
to  adopt  any  of  the  many  alternative  methods  open  to  them  of 
obtaining  their  daily  food. 

The  Pastoral  Stage. 

I.  The  easiest  and  most  natural  transition  for  man  would 
seem  to  be  from  the  state  in  which  he  lives  upon  certain 
animals  when  wild,  to  that  in  which  he  tames,  breeds,  and 
rears  some  of  the  most  useful  and  prolific  of  them  in  captivity, 
and  so,  with  less  effort,  secures  a  more  constant  and  abundant 
supply  of  similar  food,  and  though  it  is  extremely  doubtful 
whether  the  pastoral  or  nomad  stage  has  always  followed  the 
hunting  in  the  history  of  social  development,  yet  it  certainly 
has  over  widely-extended  and  widely-separated  tracts  of  the 
earth's  surface,  and  might  have  done  so  everywhere,  offering, 
as  it  does,  so  very  obvious,  simple,  and  effective  a  means  of 
increasing  the  supply  of  food  obtainable  from  any  given  area 
of  good  hunting  ground. 

Now,  what  the  maximum  density  of  a  pastoral  population 
may  be  I  have  no  means  of  ascertaining  ;  but  amongst  the 
Transvaal  Boers  it  is  found  that  less  than  five  hundred  acres 
is  insufficient  for  the  support  of  one  family  of  say  five  indi- 
viduals, thus  giving  100  acres  per  head,  equal  roughly  to  six 
persons  to  the  square  mile,  or  90  to  each  fifteen  square  miles, 
which  represents  an  increase  of  9000  per  cent,  in  the  life- 
sustaining  power  of  any  given  area,  made  possible  by  a  very 
simple  improvement  in  the  method  of  obtaining  food. 

Thus  a  very  slight  exercise  of  intelligence,  and  a  very  small 
alteration  in  habits  and  custom,  enables  ninety  people  to 
obtain  from  Nature  a  plentiful  supply  of  food,  where  formerly 
only  one  could  procure  a  bare  subsistence. 

Clearly  then  it  is  not  Nature  that  is  in  fault  but  man,  if  he 
refuses  to  make  use  of  that  intelligence  which  would  free  him 
from,  or  control  those  passions  which  fetter  him  within,  the 
narrow  limits  of  the  hunting  stage. 

1 1.  Accompanying  the  greater  abundance  of,  and  certainly 
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in,  the  food  supply  of  the  pastoral  condition  as  compared  with 
the  hunting,  there  is  always  a  still  greater  improvement  in  the 
supply  and  variety  of  material  comforts.  In  every  way  the 
standard  of  living  is  raised.  The  dwellings  are  larger,  the 
clothing  better  and  richer,  the  household  utensils,  the  personal 
ornaments,  the  weapons  for  warfare  and  the  chase,  all  are  im- 
proved ;  while  artistic  inclinations  are  developed,  hospitality 
is  exercised,  and  a  rudimentary  system  of  exchanges  estab- 
lished, involving  amicable  relations  with  adjacent  or  remote 
tribes  with  whom,  in  the  hunting  stage,  there  could  be  nothing 
but  hostility.  Thus  the  denser  population  made  possible  by 
the  adoption  of  pastoral  in  place  of  hunting  pursuits  is 
accompanied  by  a  not  less  but  greater  abundance  and  certainty 
of  food,  by  a  not  less  but  greater  supply  and  variety  of 
material  comforts. 

III.  To  the  question,  What  hinders  the  multiplication  of  any 
people  beyond  the  assumed  pastoral  limit  of  six  persons  to 
each  square  mile  of  fertile  land  ?  the  Malthusian  of  the  time 
would  again  naturally  answer,  "  The  incapacity  of  Nature  to 
sustain  a  larger  population,  there  are  no  more  'vacant  covers' 
at  her  feast."  But  the  reply  of  contemporary  wisdom  might 
be,  and  of  subsequent  experience  is,  "  Not  so."  Abstain 
from  depending  upon  flocks  and  herds,  select  a  piece  of  fertile 
land,  and  devote  yourselves  to  its  cultivation,  and  at  once  you 
will  advance  from  the  pastoral  limit  to  the  greater  populous- 
ness,  plenty,  and  comfort  of  the  agricultural  stage.  Thus, 
with  a  pastoral  as  with  a  hunting  population,  a  certain  definite 
density  reached  and  immediately  the  Malthusian  Law  begins 
to  act,  unless  a  further  improvement  is  made  by  some  individuals 
in  their  method  of  obtaining  food. 

The  Agricultural  Stage. 

I.  When  once  we  reach  the  agricultural  stage  plentiful 
statistics  are  available,  and  we  can  accurately  ascertain,  not 
the  maximum,  certainly,  for  I  do  not  know  that  purely 
agricultural  conditions  anywhere  exist  which  would  determine 
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this,  but  what  may  be  taken  as  a  moderate  estimate  of  the 
number  of  inhabitants  which  the  soil  actually  does  support. 

The  Irish  agricultural  returns  for  18841  set  down  the  total 
number  of  separate  holdings  at  565,254,  of  occupiers  at  about 
10  per  cent,  fewer.  The  holdings  vary  in  size  from  under  an 
acre  to  over  100  acres.  Of  the  holdings  in  Ulster  573  per 
cent,  are  of  15  acres  and  under,  in  Connaught  54-3  per  cent, 
while  in  the  much  more  fertile  provinces  of  Leinster  and 
Munster  the  proportion  of  this  description  of  holding  falls  to 
49-5  and  33-5  respectively.  Thus  the  small  holdings  are  most 
numerous  on  the  poorest  soils,  an  unnatural  inversion  of  things 
due  to  the  legal  prohibition  of  sub-letting  on  the  richer  lands. 
On  the  poorer  lands,  therefore,  the  area  supporting  each  family, 
numbering  on  the  average  slightly  over  five  persons,  is  con- 
siderably below  fifteen  acres.  We  are  fully  justified,  therefore, 
in  taking  fifteen  acres  of  good  land  as  amply  sufficient  for  the 
comfortable  support  of  five  persons.  Those  who  are  person- 
ally acquainted  with  Irish  agriculture  will  know  that  much 
less  ground  frequently  suffices  for  this  purpose,  besides  pro- 
viding a  surplus  of  food  for  the  payment  of  rent. 

Now,  five  persons  to  each  fifteen  acres,  or  one  to  each  three, 
gives  an  average  population  of  213  to  every  square  mile  of 
fertile  land,  which  average,  for  convenience'  sake,  we  may  re- 
duce to  200.  This  figure  then  it  is  safe  to  accept,  not  as  the 
maximum  by  any  means  of  what  a  purely  agricultural 
population  might  reach  under  the  most  favourable  circum- 
stances, but  as  a  moderate  estimate  of  what  it  actually  does 
attain  to  in  some  of  the  least  fertile  parts  of  Ireland. 

If  we  now  compare  this  advance  with  the  results  previously 
arrived  at,  we  find  that  while  fifteen  square  miles  of  fertile 
country  will  support  a  possible  hunting  population  of  one 
individual,  a  probable  pastoral  one  of  ninety,  it  does  support 
under  agriculture  an  actual  population  of  at  least  3,000. 

II.  Once  the  agricultural  stage  is  reached  the  certainty, 
abundance,  and  variety  in  the  supply  of  food   far  excel  any- 

1  These  statistics  were  collected  many  years  aijo,  but  illustrate  the  prin- 
i  iple  as  well  as  the  latest  ones. 
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thing  possible  in  the  previous  stages,  and  scarcity  and  famine, 
instead  of  being  dangers  constantly  impending,  either  cease 
to  happen  altogether,  or  occur  only  after  long  and  lengthening- 
intervals.  But  once  certainty  and  abundance  has  been  at- 
tained in  the  supply  of  food,  no  great  advance  in  this  respect 
is  possible.  No  man  can  eat  more  than  a  given  quantity  of 
food,  and  the  only  improvement  that  can  be  made  in  this 
direction  is  in  greater  variety  and  improved  preparation.  A 
certain  stage  of  progress  reached,  then,  the  average  supply  of 
food,  whether  less  or  more  abundant,  ceases  to  be  a  satis- 
factory measure  of  social  progress,  and  the  average  supply  of 
comforts  and  luxuries  becomes  the  only  real  test  of  prosperity. 
As  measured  by  this  standard,  the  agricultural  stage  is  far  in 
advance  of  the  two  previous  ones.  Owing  to  continuous 
occupation  and  improvement  by  successive  generations,  the 
dwellings  become  more  spacious,  commodious,  and  picturesque, 
the  furniture  more  comfortable,  varied,  and  artistic.  Woven 
fabrics  of  great  variety  and  beauty  are  produced,  the  means 
of  conveyance  improved,  an  increasing  knowledge  of  metals 
is  acquired,  and  they  are  adapted  to  multiplying  uses.  What 
were  luxuries  in  the  previous  stage  become  common  comforts 
or  even  necessities  in  this.  With  the  development  of  domestic 
manufactures  commercial  exchanges  commence,  the  merchant 
appears,  and  his  advent  brings  an  enlarged  intellectual  out- 
look and  a  more  eager  desire  for  knowledge.  The  words  of 
King  Lemuel,  descriptive  of  the  virtuous  woman,  fitly  picture 
the  model  domestic  condition  of  this  stage  :  "  All  her  house- 
hold are  clothed  with  scarlet.  She  maketh  for  herself  carpets 
of  tapestry ;  her  clothing  is  fine  linen  and  purple  ;  her 
husband  is  known  in  the  gates  when  he  sitteth  among  the 
elders  of  the  land.  She  maketh  linen  garments  and  selleth 
them  ;  and  delivereth  girdles  to  the  merchants  "  (Pro v.  xxxi). 
Thus  the  enormously  increased  population  of  the  agricul- 
tural stage  obtains  from  Nature,  as  compared  with  a  hunting 
or  pastoral  people,  a  more  than  ever  abundant  supply  of  food, 
and  from  their  own  greater  knowledge  and  industry  a  super- 
abundance of  material  comforts. 
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III.  But,  again,  there  is  a  definite  limit,  varying  of  course 
as  circumstances  vary,  to  the  multiplication  of  a  purely  agri- 
cultural population,  which  limit,  for  the  purposes  of  our 
argument,  we  may  assume  to  be  200  people  to  each  square 
mile  "of  fertile  land,  although,  as  we  have  seen,  this  limit  is 
really  below  the  maximum  even  for  poor  land  in  Ireland.  It 
might  well  seem  that  on  reaching  this  limit  the  Malthusian  in 
his  retreat  had  at  last  arrived  at  an  impregnable  position  ; 
for,  he  may  well  say,  when  each  individual,  by  cultivating  the 
ground,  can  obtain  no  more  food  than  is  sufficient  for  the 
support  of  say,  200  people  to  the  square  mile,  that  the  limit 
of  Nature's  productive  powers  have  been  reached. 

But  it  is  just  here  that  the  error  into  which  he  falls  can  be 
so  clearly  seen.  Neither  the  Malthusian  nor  any  other  man 
knozus  anything  about  the  limit  of  Nature's  productive  pozuers, 
not  even  thai  there  is  a  Hi  nit  to  them.  All  that  he  can  become 
acquainted  with  or  ever  reach,  at  any  given  stage  of  his  develop- 
ment, is  the  limit  of  Jus  ozun  capacity  to  utilise  these  pozuers. 
In  other  words  he  may,  and  constantly  does,  reach  some 
temporary  but  ever-expanding  limit  to  his  knowledge  of 
Nature,  which  knowledge  of  Nature  is  Science  ;  but  so  long- 
as  he  remains  upon  this  earth,  a  finite  being  with  finite 
powers,  he  cannot  even  conceive  of  any  limit  to  Science  itself. 
No  Scientific  Alexander  will  ever  be  able  to  sigh  because  of 
finding  no  more  fields  to  conquer. 

Thus  that  there  is  a  limit  to  the  multiplication  of  a  purely 
agricultural  population  implies  not  the  slightest  reflection 
upon  Nature's  power  to  yield  support  for  a  larger  number,  as 
is  readily  proved  by  what  seems  a  contradiction  in  terms,  viz., 
the  immediate  increase  in  the  quantity  of  food  produced 
which  follows  a  cessation  of  food-production  by  many,  such 
cessation  being  made  by  individuals  devoting  themselves  in 
increasing  numbers  to  the  exclusive  production  of  what,  not 
b'jing  food,  yet  induces  its  increased  production  by  food- 
producers,  viz.,  manufactures.  Here  also,  then,  the  Malthusian 
Law  begins  to  act  only  if  each  individual  in  an  agricultural 
poptilaliou  that  has  reached  a  certain  density  refuses  to  adopt 
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a    different    and    improved    method    of   obtaining    Ids    daily 
bread. 


The  Industrial,  or  Wage-Earning  Stage. 

I.  The  development  of  human  societies  being  a  very 
gradual  and  continuous  one,  where  any  measure  of  freedom 
exists,  it  is  not  possible,  except  perhaps  in  the  most 
rudimentary  or  hunting  stage,  to  find  a  community  all  the 
members  of  which  belong  exclusively  to  any  one  stage.  For 
each  advance  is  first  made  by  individuals,  who  only 
subsequently,  when  their  success  is  perceived  and  envied,  are 
followed  by  multitudes. 

Thus  among  a  hunting  people  a  few  of  the  most  intelligent 
and  enterprising  first  perceive  the  advantage  and  adopt  the 
plan  of  rearing  flocks  and  herds,  and  only  their  example  and 
success  induces  others  to  imitate  them — for  with  the 
multitude  progress  is  nothing  but  imitation.  Hence  the 
importance,  nay,  the  vital  necessity,  of  securing  to  every 
individual  the  largest  possible  amount  of  personal  freedom 
and  initiative,  so  that  as  successive  economic  cul-de-sacs  (or 
rather  what  seem  to  be  so)  are  reached  in  the  march  of  pro- 
gress, their  outlets  may  be  found,  if  not  by  one  individual 
then  by  another,  for  the  more  numerous  the  seekers  the 
sooner  and  more  certain  the  success. 

Again,  among  a  pastoral  people  a  few  of  the  advance 
guard  will  have  turned  their  attention  to  agriculture,  while 
many  of  the  "  rear  guard  "  still  remain  dependent  on  hunting. 
Similarly  when  the  bulk  of  any  people  has  reached  the 
agricultural  stage,  many  will  already  have  advanced  into  the 
industrial,  while  others  still  lag  behind  in  the  pastoral  stage, 
so  that  though  a  distinctive  name  may  be  given  to  any  one 
stage,  this  will  never  do  more  than  indicate  its  predominant 
feature,  it  cannot  describe  its  exclusive  composition. 

Nowhere,  consequently,  do  we  find  any  people  in  a  purely 
industrial  state  ;  in  the  state,  that  is,  in  which  the  density 
limit  is  reached  of  a  population  consisting  exclusively  of  food- 
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producers  and  of  manufacturers,  supported  by  the  purchases 
of  these  food-producers  without  any  admixture  of  merchants 
on  the  one  hand  or  of  graziers  on  the  other.  In  treating  the 
successive  stages  which  follow,  then,  as  distinct  and  complete 
in  themselves,  in  order  to  point  out  the  increases  in  popula- 
tion made  possible  through  their  advent,  we  must  again  fall 
back  upon  conjectural  estimates  since  it  is  not  possible  to 
obtain  accurate  ones. 

Thus  what  may  be  the  density  limit  of  an  exclusively 
manufacturing  population  that  can  be  comfortably  supported 
by  an  exclusively  agricultural  one  cannot  be  accurately  laid 
down.  But  if  we  assume  that  every  two  Food-producers  can 
make  purchases  sufficient  to  maintain  one  Wealth-producer, 
our  estimate  cannot  be  an  excessive  one.  This  means  that 
each  square  mile  of  fertile  land  that  would  support  no  more 
than  200  people  purely  agricultural  will  readily  support  300 
when  manufacture  is  added  to  agriculture,  so  that  strangly 
enough  an  increased  production  of  food  results  from,  can- 
not take  place,  indeed,  except  through,  an  increase  in  the 
number  of  individuals  zvJio  produce  no  food  at  all.  Which  fact, 
until  proved  true  by  human  experience,  would  unquestionably 
and  most  naturally  be  declared  impossible  by  human 
reason. 

We  must  here  recognise,  however,  another  principle,  only 
through  the  operation  of  which  can  any  development 
subsequent  to  the  agricultural  stage  take  place.  This  is  the 
principle  of  expansion,  which  requires  larger  and  larger  areas 
to  be  brought  under  the  influences  of  civilisation  to  permit  of 
even  the  smallest  part  of  them  reaching  the  limit  of  develop- 
ment possible  at  any  given  stage.  And  this  because  of  the 
inherent  conservatism  and  unteachableness  of  man  in  the 
mass. 

For  instance,  a  small  and  fertile  island,  of  say  100  square 
miles  in  extent,  if  wholly  cut  off  from  intercourse  with  other 
countries,  could  not  possibly  advance  to  our  assumed 
industrial  density  limit  of  300  to  the  square  mile,  simply 
because  even-  two  individuals  of  the  agricultural  population 
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of  20,000  would  neither  desire  nor  be  willing  to  work  for  and 
purchase  the  manufactures  produced  by  10,000  Wealth-pro- 
ducers. While  unless  they  did  so  this  number  of  Wealth- 
producers  could  not,  of  course,  be  maintained.  But  no  large 
number  of  people  ever  rises  simultaneously  to  the  same  level 
of  desire  and  industry.  Some  push  far  ahead,  others  lag  far 
behind,  and  time  must  be  given  to  those  toiling  in  the  rear  to 
reach  and  occupy  the  positions  successively  vacated  by  those 
in  front.  For  a  community  is  like  an  army  on  the  march, 
only  that  decades,  perhaps  centuries  even,  must  intervene 
between  the  arrival  of  successive  divisions  at  any  given 
economic  position. 

But  the  only  way  in  which  the  necessary  time  can  be  gained 
for  the  very  slow  movements  of  those  in  rear  is  to  open  up 
larger  areas  for  the  advance  of  those  in  front.  Thus  the 
bringing  of  larger  areas  under  the  influence  of  civilisation  not 
merely  allows  of  a  proportionate  increase  in  a  population  that 
has  reached  any  given  stage,  but  it  is  essential  to  the  advance 
of  any  part  of  it  to  the  greatest  density  possible  for  that 
stage.  So  that  restrictions  placed  in  the  way  of  general 
expansion  become  impediments  also  to  local  developme?it. 

II.  The  abundance,  certainty,  and  variety  of  the  food 
supply  of  the  industrial  stage  always  exceeds  that  of  the 
purely  agricultural,  for  the  standard  of  living  set  up  by 
Wealth-producers  is  higher  than  that  which  satisfies  Food- 
producers.  But  vastly  greater  than  any  improvement  in 
food-products  and  their  preparation  is  that  which  takes  place 
in  the  supply  of  comforts  and  luxuries.  The  exclusive  de- 
votion of  men  to  manufacture  allows  of  a  variety,  excellence, 
and  multiplicity  of  Wealth-products  impossible  amongst  Food- 
producers,  however  capable  and  industrious,  while  the  benefits 
of  this  improvement  in  manufactures  are  necessarily  shared 
with  Food-producers,  owing  to  the  dependence  of  Wealth- 
producers  upon  them  for  their  food,  and  the  obligation  laid 
upon  them  by  competition  to  sell  increasing  numbers  of 
their  manufactured  articles  for  the  same  quantities  of  food. 

III.  As  soon  as  in  his  retreat  the  Malthusian  reaches  the 
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industrial    stage,    in   which    an    increased  production   of  food 
results  from  an  increase  in  the  number  of  noti-food-producers  of 
a  certain  class,  he  ceases  to  have  henceforth  any  visible  posi- 
tion   to  defend.     To  declare  to  a  hunting  population   that 
Nature   cannot   produce   more   game  than  will   support  one 
individual   to   every  fifteen  square  miles  of  fertile  land,  and 
that  therefore  the  population,  to  remain  well  off,  must  be  kept 
within    that   limit,  is   merely  to  assert  what  their  own   ex- 
perience proves,  and  they  can  conceive  of  no  other  means  of 
obtaining    food.     To   declare   to   a   pastoral   tribe,   that   they 
must  command  at  least  one  hundred  acres  of  good  pasture- 
land  per  head,  and  prevent  any  growth  beyond  that  limit,  will 
also  agree  with  their  own  convictions.     To  forbid  a  purely 
agricultural  people  to  multiply  in  excess  of,  say  200  to  the 
square    mile,  will    seem   to  them   a  no   less  reasonable  and 
necessary    prohibition.     For    in    each    case    the    visible    food 
supply  appears  plainly  unequal  to  supporting  larger  numbers. 
It  is  true  that  the  credibility  of  each  assertion  depends  upon 
ignorance  of  any  condition  superior  to  the  one  dealt  with,  and 
an  acceptance  of  the  general  position  that  what  man  does  not 
know  cannot  possibly  be  true,  a  position  eminently  agreeable 
to  vast  numbers  of  mankind.     But  once  the  evidence  of  the 
senses  in   one   stage   is   disproved   by  that  of  experience   in 
another,  once  it  appears  that  an  increased  supply  of  food,  up 
to    some    unascertained    limit,    invariably,    and    without    the 
slightest  compulsion,  results  from  an  increase  in  the  number 
of  non-food-producers    of  a   certain    class,   then    the   whole 
Malthusian  position  is  turned.     For  if  such  increase  results 
from  the  appearance  and  multiplication  of  non-food-prodiicers  of 
one  class,  undreamt  of  before,  why  not  also  from  that  of  another, 
equally  unexpected  ?     Why  not,  indeed,  from  the  appearance  of 
many  yet  unborn  classes  in  succession  ?     Who  now  can  find 
any  limit  to   the   increase   in   the   supply  of  food,  or   to   the 
number  of  individuals  that  Nature  can  maintain  upon  a  given 
area  of  land  ? 

We   need  not  indeed  further  concern  ourselves  about  the 
bogey  of  Malthusians,  the  supposed  incapacity  of  Nature  tc 
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produce  food  for  multiplying  numbers  of  men,  but  devote 
our  whole  attention  to  observing  the  successive  increases  in 
the  supplies  of  food  and  of  comforts  which  result  from  im- 
provements or  alterations  in  the  methods  by  which  increasing 
numbers  of  individuals  obtain  their  food. 

The  density  limit  of  the  industrial  stage,  say  300  to  the 
square  mile,  having  been  reached,  again  the  Malthusian  Law 
will  begin  to  act,  and  pressure  of  the  population  upon  their 
food  supplies  begin  to  be  felt,  unless  and  until,  as  always 
before,  an  increasing  number  of  individuals  adopt  an  improved 
method  of  obtaining  their  food,  this  time  by  becoming 
merchants,  by  acquiring  profit,  and  developing  intertribal  and 
eventually  international  commerce. 

The  Commercial  or  Profit-gaining  Stage. 

The  commercial  stage  divides  itself  of  necessity  into  two 
distinct  periods,  in  the  first  of  which  merchants  concern  them- 
selves exclusively  with  exchanging  home  manufactures  or  raw 
materials  for  foreign  manufactures  or  raw  materials,  so  that 
all  imports  consist  exclusively  of  comforts  or  conveniences, 
or  of  what  composes  them,  not  of  necessities  ;  and  all  sales 
consequently  are  still  made  at  home.  In  the  second,  to  a 
constantly  increasing  extent,  imports  consist  of  food-necessi- 
ties resulting  from  sales  made  abroad.  So  much  difficulty 
and  social  conflict  attends  the  succession  of  these  periods  that 
although,  economically,  both  are  equally  "  commercial,"  and 
both  alike  are  distinctively  "profit-gaining,"  yet  for  practical 
purposes  it  is  necessary  to  treat  them  as  distinct. 

The  Foreign  Exchange  Period. 

I.  The  density  limit  of  a  combined  agricultural  and  indus- 
trial population  having  been  reached,  the  advent  of  the 
merchant  at  once  permits  of  a  very  considerable  increase  in 
the  number  of  people  that  can  be  maintained  in  the  same  or 
greater  comfort  upon  any  given  area  of  land,  such  increase 
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consisting  not  only  of  multiplying  individuals  of  the  new 
commercial  class,  but  also  of  greatly  augmented  numbers  of 
Wage-earners  and  Food-producers  as  well.  Of  the  total  pos- 
sible volume  of  such  increase  no  accurate  figures  are  available  ; 
but  if  we  assume  that  whereas  one  square  mile  of  fertile  land 
can  support  a  purely  agricultural  population  of  200,  an  agri- 
cultural and  industrial  one  combined  of  300,  we  shall  not  be 
far  astray  if  we  add  25  to  this  for  the  new  class  of  merchants, 
75  for  additional  Wage-earners,  and  at  least  100  for  new  Food- 
producers.  For  every  increase  in  the  number  of  manufacturers 
by  reducing  the  value  of  manufactures,  through  competition 
and  co-operation  amongst  manufacturers,  makes  possible  the 
payment  of,  or  a  rise  in,  Rent,  and  consequent  increase  in  the 
number  of  Food-producers. 

Thus  we  may  assume  500  individuals  to  the  square  mile  to 
be  the  maximum  density  of  a  population  that,  to  the  benefits 
of  free  agriculture  and  free  manufacture,  adds  those  of  the 
free  exchange  of  such  manufactures  with  foreign  nations. 
Any  lesser  density  than  this  at  this  particular  stage  being  due, 
not  to  Nature's  incapacity  to  provide  food  for  this  number  of 
people,  but  solely  to  artificial  and  removable  hindrances, 
limiting  the  freedom  of  individuals  either  to  cultivate,  to 
manufacture,  or  to  trade. 

I I.  Upon  the  larger  measure  of  material  comfort  that  invari- 
ably and  everywhere  attends  the  development  of  commerce  it 
is  needless  to  insist,  so  multifarious  are  its  evidences  ;  while 
accompanying  such  increase  in  comforts  is  an  equally  con- 
spicuous advance  towards  certainty  and  superabundance  of 
food  ;  while  such  inequalities  and  insufficiencies  as  exist  in 
the  distribution  of  both  comforts  and  necessities  are  easily 
traceable  not  to  the  impotence  of  Nature,  but  to  the  injustice 
or  ignorance  of  man. 

III.  Now,  however  large  the  increase  of  population  made 
possible  by  the  development  of  foreign  exchanges,  there  is 
always  some  definite  though  unascertained  limit  to  such 
increase,  which  limit  we  have  assumed  to  be  500  to  the  square 
mile  of  fertile  land.     This  reached,  therefore,  once  more  the 
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Malthusian  Law  will  begin  to  act,  and  such  population  press 
upon  its  means  of  subsistence,  unless,  as  always  before,  an  in- 
creasing number  of  individuals  again  adopt  a  different  or 
improved  method  of  obtaining  their  food.  The  improvement 
in  this  case  consisting  of  selling  home  manufactures  abroad 
for  foreign  food  to  an  increasing  extent,  and  importing  this 
food  for  consumption  at  home,  instead  of,  as  hitherto,  merely 
exchanging  home  manufactures  for  foreign  ones  or  raw 
material,  and  importing  these  exchanges  for  sale  for  home 
food,  which  difference  in  procedure,  though  but  small  in  theory, 
leads  to  enormous  developments  in  practice. 

The  Foreign  Sales  Period. 

Once  the  home  manufactures  of  any  country  come  to  be 
sold  abroad,  and  its  imports  to  an  increasing  extent  consist  of 
the  foreign  food-products  received  in  payment  for  them,  then 
there  ceases  to  be  any  limit,  other  tJian  that  of  working  room,  to 
a  possible  increase  in  the  industrial  and  commercial  population 
of  that  country.  What  alone  can  place  any  check  upon  such 
increase  being  a  gradual  development  in  such  foreign  countries 
as  have  hitherto  been  purely  agricultural  and  purchasing  of  a 
local  industrial  population,  which,  owing  to  the  propinquity  to 
their  own  markets,  can  under-sell  in  them,  to  a  constantly  in- 
creasing extent,  all  foreign  and  therefore  more  remote 
competitors. 

During  the  continuance  of  this  period  any  given  country  may 
become  one  vast  town,  of  which  the  inhabitants,  having 
voluntarily  withdrawn  from  agriculture,  owing  to  the  superior 
attraction  of  manufacture  and  commerce,  would  be  supported 
up  to,  let  us  suppose,  the  very  moderate  extent  of  10,000  to 
the  square  mile,  at  a  hitherto  unexampled  level  of  abundance 
and  luxury. 

But  this  last  state,  or  any  approach  to  it,  although  the  most 
advanced  in  material  prosperity  of  which  we  can  have  any 
present  conception,  must  always  be  a  less  or  more  precarious 
one,  seeing  that  the  maintenance  of  the  multitudinous  inhabi- 
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tants  of  such  a  country  must  wholly  depend  upon  the 
continuance  in  other  countries  of  an  economic  condition  which 
is  necessarily  transitory.  Such  a  state,  therefore,  can  never 
be  regarded  as  a  desirable  economic  goal  for  any  nation,  nor 
as  a  permanent  condition  should  it  at  any  time  be  reached  by 
any  portion  of  any  people.  The  Government  of  such  a  people, 
therefore,  will  always  require  to  bear  in  mind  the  temporary 
nature  of  its  economic  state,  and  in  view  of  this  make  unceas- 
ing efforts,  for  which  they  will  have  secured  ample  time,  to 
enable  its  subjects  to  gradually  regain  their  economic  inde- 
pendence through  the  profitable  application  of  increased 
labour,  of  increased  skill,  and  of  increased  scientific  knowledge, 
to  improved  and  perhaps  undreamt  of  forms  of  food-production. 


Summary. 

We  have  now  noted  the  successive  removal  in  respect  to 
any  given  country,  of  one  limit  after  another  to  the  prosperous 
multiplication  of  its  inhabitants,  until  at  last  we  have  reached 
a  state  in  which,  for  a  time,  at  least,  all  practical  limits  dis- 
appear ;  while  we  have  seen  each  removal  accompanied  not 
by  the  greater  want  and  poverty  which  an  acceptance  of  the 
Malthusian  theory  requires,  but,  on  the  contrary,  by  a  pro- 
gressive and  continuous  increase  in  the  average  supply  to 
each  individual  of  food  and  of  material  comforts  and  luxuries. 

So  far,  then,  from  Nature  at  any  time  proving  unable  or 
unwilling  to  produce  food  for  an  increasing  population,  as 
Mr.  Malthus  and  his  school  declared  her  to  be,  the  following 
Tabic  exhibits  her  in  a  light  so  exactly  the  opposite  of  this, 
that  that  conception  of  Nature  which  regards  her  as  a  hard  and 
hostile  pozver,  waging  ceaseless  war  with  man,  of  necessity  dis- 
appears from  scientific  economics,  and  its  place  is  taken  by  one 
which  recognises  her  as  an  illimitable  treasure-house  of  in- 
numerable chambers,  all  communicating  with  each  other,  but 
each  opened  by  its  special  key,  only  to  be  found  as  the  need 
for  it  arises,  if  patient  and  continuous  search  be  permitted  to 
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the  increasing  crowds  of  independent  seekers  eager  to  engage 
in  the  quest. 


TABLE  XX. 
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We  have  seen,  however,  that  towards  the  close  of  each 
successive  social  stage  in  this  prolonged  economic  progress 
the  Malthusian  or  animal  law  constantly  threatens  to  come  into 
action ;  that  ceaselessly  it  lies  watching  and  waiting,  like 
some  man-eating  animal,  for  the  advent  of  those  conditions 
which  enable  it  to  prey  upon  humanity,  which  conditions 
themselves  result  from  the  apathy,  the  ignorance,  the  follies, 
the  passions,  or  the  crimes  of  men.  It  is  these  last,  therefore, 
that  pure  economics,  not  less  emphatically  than  revealed  re- 
ligion, declares  to  be  man's  most  deadly  foes.  It  is  against 
these,  therefore,  that  he  needs  to  wage  ceaseless  war  with 
every  weapon  in  his  armoury,  each  victory  assuring  to  him  a 
fuller  possession  of  his  appointed  heritage,  the  Earth,  in  all 
its  illimitable  beauty  and  with  all  its  mysterious  powers.  So 
that  it  rests  with  man  himself  by  an  increasing  comprehension 
of,  and  obedience  to,  the  Higher  laze  of  his  spiritual  being  to 
constantly  escape  from  an  othenvise  inevitable  subjection  to  the 
loiver  one  of  his  animal  nature.  While  the  practical  means  he 
must  employ,  so  far  as  his  economic  condition   is  concerned 
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to  prevent  the  periodic  interference  of  this  animal  law,  is  the 
successive  adoption,  on  the  part  of  increasing  numbers  of 
individuals,  of  improved  methods  of  obtaining  their  food  ; 
each  of  such  improvements,  as  it  becomes  general,  raising  the 
entire  community  from  a  lower  to  a  higher  stage  of  social 
existence. 

If  these  successive  improvements,  therefore,  be  not  effected, 
the  Malthusian  or  animal  law  is  bound  to  operate,  and  in- 
dividuals, in  multiplying  numbers,  and  to  an  ever-increasing 
extent,  will  be  compelled  to  resort  to  force,  i.e.,  to  robbery  in 
some  form,  to  obtain  the  food  or  the  comforts  they  are 
accustomed  to.  While  just  in  proportion  as  they  thus  revert 
to  force  will  the  society  to  which  they  belong  be  driven  down 
the  steep  ascent  of  civilisation,  up  which  it  has  so  far  toilfully 
climbed,  to  the  lower  levels  of  prosperity  and  populousness 
left  behind,  back  even  it  may  be  to  the  lowest  level  of  all, 
that  of  purely  sensual  animalism. 

But  the  adoption  of  economically  improved  methods  of  ob- 
taining food  will  be  found  inseparable  from  the  progressive 
surrender  of  existing  powers  of  men  over  their  fellow-men,  the 
exercise  of  which  involves  acts  of  economic  robbery  not  yet  recog- 
nised for  what  they  really  are,  and  the  acquisition  in  their  stead 
of  increasing  powers  over  Nature.  Which  dual  movements 
must  proceed  together,  since  so  long  as  the  former  are 
retained  the  latter  will  not  be  sought  for,  found,  and  utilised 
by  those  individuals,  and  with  that  assiduity  which  the 
economic  situation  requires. 

Thus  the  alternatives  placed  before  peoples  at  successive 
stages  of  their  historic  existence  arc  always  and  everywhere 
the  same.  Either  increased  abstention  from  force,  i.e.,  from 
economic  robbery,  in  a  multiplying  number  of  individual  and 
international  relations,  and  a  consequent  advance  to  a  higher 
grade  of  civilisation,  i.e.,  of  prosperity  and  populousness,  or  an 
increased  resort  to  force  in  such  relations,  and  a  consequent 
retrogression  to  a  lower  grade.  Plainly,  then,  the  law  of  social 
development,  so  far  from  being  identical  zvith  that  of  animal 
existence,  is  its  exact  opposite  in  every  particular,  so  much  so 
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that  the  nearer  we  approach  to  the  one  the  further  of  necessity 
must  we  remove  from  the  other,  while  not  less  remote  and 
contrasting  are  the  individual  motives  producing  the  actions, 
of  which  these  rival  "  Laws  "  merely  register  the  cumulative 
results. 

It  is  to  be  hoped,  then,  that  we  have  now  disproved  the 
fable  of  Nature's  impotence,  and  substituted  for  it,  as  the  cause 
of  human  calamities,  the  fact  of  men's  misdeeds.  When  we 
behold,  therefore,  in  any  country  or  in  any  locality  a  state  of 
economic  congestion  in  which  from  one  section  of  the  com- 
munity are  withheld  not  only  the  comforts  but  even  the 
necessities  of  life,  while  upon  others  both  are  heaped  in 
startling  and  contrasting  excess,  then  we  may  be  as  certain  as 
we  now  are  in  the  gloom  of  a  noon-day  eclipse,  that  the  ob- 
served deficiency  of  food  is  not  due  to  Nature's  refusal  to  supply 
it  in  abundance,  any  more  than  is  the  observed  deficiency  of 
light,  but  solely  to  the  presence  of  some  temporary  obstruction,  in 
the  case  of  light  to  its  free  passage  from  the  sun,  and  in  that 
of  food  to  its  free  production  by  cultivators,  its  free  distribution 
by  merchants,  or  to  both  causes  combined.  While  once  assured 
of  this  fact,  we  will,  if  practical  men,  address  ourselves  first  to 
the  discovery,  and  then,  as  far  as  in  us  lies,  to  the  removal 
of  such  obstructions,  rigorously  avoiding,  as  inimical  to  this 
process,  all  useless  taunts  and  vain  assertions  as  to  the 
criminality  of  the  classes  in  power  and  the  righteousness  of 
those  desiring  it,  well  knowing  that  power  itself,  by  its  mere 
possession,  corrupts  all  classes  alike,  and  that  no  irresponsible 
body  of  men,  having  natural  interests  in  common,  is  capable 
of  exercising  power  over  their  fellows,  save  in  furtherance  of 
their  own  selfish  ends.  So  that  the  one  hope  for  justice,  and 
therefore  for  progress,  lies  not  in  the  transfer  of  power  from 
one  peccant  class  to  another,  but  in  the  successive  and  com- 
plete suppression,  with  the  consent  of  all,  of  the  various  forms 
under  which  it  is  acquired  and  abused  by  every  class  in  turn. 


PART   II 

PURE  ECONOMICS— THEIR  APPLICATION 


-:o:- 


INTRODUCTION 

Having  in  our  first  book  ascertained  the  principles  of  Pure 
Economics,  those,  that  is,  which  are  essential  to  permit  in  every 
country,  with  every  race,  and  under  all  circumstances,ofthefreest 
possible  production  of  Capital  and  of  Wealth,  and  of  the  sale 
of  the  latter  for  the  former,  it  now  remains  to  apply  those  princi- 
ples to  whatever  country  we  are  particularly  concerned  with,  and 
ascertain  what  in  it  are  the  removable  hindrances  which,  by  im- 
peding the  action  of  these  principles,  prevent  the  free  production 
either  of  Capital  or  of  Wealth,  or  of  the  free  sale  of  the  latter 
for  the  former.  For  it  is  these  hindrances  which  create  that 
economic  congestion,  the  existence  of  which  is  made  manifest 
by  the  inadequacy  of  the  returns  in  food  obtained  by  one 
section  of  the  community  for  the  work  they  do,  and  the  excess 
in  such  returns  obtained  by  other  sections,  who  do  very 
little  or,  perhaps,  even  no  work  at  all,  it  being  the  distribution 
of  food,  or  of  the  currency  tokens  which  represent  and  are  con- 
vertible into  it,  which  entirely  determines  the  well-being  of  every 
civilised  community. 

As  no  two  countries  are  ever  in  exactly  the  same  state  of 
economic  development,  the  special  hindrances  to  free  produc- 
tion or  free  distribution  most  active  in  each  will  be  different. 
The  condition  of  each  country,  consequently,  requires  to  be 
considered  separately.  We  will,  therefore,  confine  our  atten- 
tion to  that  of  the  British  Isles.     But  different  divisions  of  even 
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the  same  country  will  have  their  special  economic  diseases. 
What  these  are,  however,  cannot  even  be  accurately  diagnosed 
so  long  as  certain  general  hindrances  exist  to  the  common 
prosperity.  It  is  to  these,  consequently,  that  attention  re- 
quires to  be  first  directed,  as  only  when  they  have  been  re- 
moved is  the  way  made  clear  for  dealing  successfully  with 
such  local  abuses  as  may  be  found  to  remain.  It  is  conse- 
quently to  the  general  hindrances  that  exist  to  the  prosperity 
of  the  people  of  the  British  Isles  that  we  will  confine  our 
attention  in  this  second  part  of  our  treatise.  It  being  under- 
stood that  by  "  prosperity "  we  mean  the  sufficiency  in  the 
returns  of  food,  or  the  currency  tokens  which  represent  and 
are  convertible  into  it,  received  by  individuals,  families,  or 
associations  for  the  work  which  they  either  voluntarily  choose 
or,  under  the  pressure  of  circumstances,  are  compelled  to 
perform. 


CHAPTER  I 


THE    BRITISH   CURRENCY 


The  first  essential  to  the  general  prosperity  of  every  civilised 
community  is  the  possession  of  a  just  and  stable  currency,  a 
currency  that  is,  of  which  the  units  shall,  on  an  average, 
represent  and  be  convertible  into  fairly  fixed  quantities  of 
food.  The  more  advanced  any  community  is  in  civilisation, 
the  more  dependent,  that  is,  are  the  various  classes  composing 
it  on  each  other,  the  more  needful  is  it  that  the  above  pro- 
perty shall  attach  to  its  currency  units.  For  as  the  economic 
relations  of  class  to  class,  and  of  individual  to  individual, 
come  of  necessity  to  be  more  and  more  generally  expressed 
in  terms  of  money,  while  at  the  same  time  the  welfare  of  each 
individual  depends  upon  the  steadiness  and  permanence  of 
his  food  supplies,  then  obviously  great  variations  in  the  price 
of  food,  i.e.,  in  the  value  of  money,  either  prevent  the  forma- 
tion of  those  relations  which  are  inseparable  from,  and 
essential  to,  continued  progress,  or  else  automatically  falsify 
them  as  soon  as  formed.  Since,  then,  this  steadiness,  on  an 
average,  in  the  value  of  money,  i.e.,  in  the  price  of  food,  is  the 
first  and  most  essential  requisite  for  civilised  progress, 
without  which  it  is  useless,  hopeless,  childish,  indeed,  to 
expect  any  steady  and  consistent  prosperity,  either  in 
agriculture,  manufacture,  or  commerce,  obviously  the  first 
and  greatest  hindrance  to  such  progress  and  prosperity  must 
be  the  absence  of  such  steadiness  of  value  in  money,  and  the 
first  and  most  necessary  reform  the  creation  of  a  currency,  the 
zi  nits  of  which  shall  possess  average  stability  in  value. 

Let  us  now  see  if  the  British  monetary  unit  possesses  that 
stability  in  value  which  is  the  first  essential  of  a  just  currency, 

without   some    approach    to   which    every   enforcement    of  a 
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monentary  contract  becomes  an  act  of  less  or  more  flagrant 
economic  robbery  on  the  part  either  of  the  creditor  or  of  the 
debtor. 

TABLE   XXI. 


Period. 

Length 

of 
Period 
Years. 

Price  of  One  Quarter  of  Wheat. 

Value  of  £1  in  Bus. 
of  Wheat. 

Shillings  per 
Quarter. 

Ratio  to 
Prices  in 
1820-74. 

Max.  diff.  of 

quenquennial 

average  from 

average  of 

period. 

Bushels 
per  £1. 

Ratio  to 
Value  in 
1820-74. 

I  700-64 
1765-94 

I795-I8I9 
1820-74 

1875-9 

1880-4 

1885-9 

1890-4 

1895-6 

65 
3° 

25 

55 
5 
5 

5 

5 

2 

35s.  iod. 

47S.  3d. 

81s.  4d. 
55s.  5d. 
47s.  Sd. 
42s.  5d. 
31s.  7d. 
29s.  8d. 
24s.  7d. 

64 

88 

153 

100 

86 

76 

57 
53 

44 

13s.  7d. 

7s.  5d. 
35s.  id. 

6s.  gd. 

7s.  9d. 
13s.  od. 
23s.  iod. 
25s.  9d. 
30s.  iod. 

4-47 
3-38 
1 '96 
3"00 

3"4i 

377 
5 '07 
5-50 
7"oo 

149 
113 

65 
IOO 

113 
126 

169 

ISO 

233 

This  Table  reveals  the  fact  that  the  value  of  the  British  £1, 
in  terms  of  which  all  economic  relations  are  expressed,  so  far 
from  possessing  the  first  essential  of  a  just  currency  unit, 
stability  in  value,  has  fluctuated  to  a  degree  manifestly 
disastrous  to  successive  generations  of  British  debtors — which 
fluctuations,  considerable  and  violent  as  they  were  during  the 
120  years  preceding  the  period  1820-74,  have  been  much 
more  considerable  and  violent  during  the  22  years  since  then. 
That  almost  the  whole  burthen  of  these  fluctuations  has 
fallen  upon  debtors  is  certain,  owing  to  the  greater  facilities 
possessed  by  creditors  for  escaping  from  it,  the  nature  of 
which  facilities  are  best  seen  in  respect  to  that  largest  of  all 
classes  of  continuing  contracts  expressed  in  money,  land 
rents.  These,  as  the  value  of  money  falls,  are  steadily  raised 
by  creditors  to  a  compensatory  extent,  whereas,  as  the  value 
of  money  rises,  they  are  reduced  mainly  through  the  ruin  and 
eviction  of  successive  sets  of  debtors,  their  farms  being  re- 
taken at  lower  money  rents  by  new  tenants. 
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Thus  that  first  and  most  essential  property  of  a  just 
currency  for  a  highly  civilised  people,  that  its  primary  unit 
shall,  on  an  average,  represent  and  be  convertible  into  fairly 
fixed  quantities  of  food,  is  conspicuously  wanting  in  the 
British  £1.  Such  measure  of  prosperity,  consequently,  as  the 
British  people  have  reached  has  been  attained,  not  with  the 
help  of  what  they  should  possess,  a  just  currency,  but  in  spite 
of  the  flagrant  and  increasing  injustice  of  its  monetary 
system.  Which  injustice,  as  currency  injustice  must  always 
do,  has  weighed  most  heavily  upon  the  great  class  of  Food- 
producers,  or  home-buyers,  upon  the  class,  that  is,  whose 
prosperous  multiplication  can  alone  ensure  permanent  prosperity 
to  the  zvhole  community. 

Let  us  now  ascertain  three  things  respecting  the  British 
currency : — 

I.  What  is  its  present  volume  and  distribution  ? 
II.  What    is    its    legal    composition,    nature,   and    disad- 
vantages ? 

III.  What  is    its    actual    composition,    nature,  and    disad- 
vantages ? 

For  until  possessed  of  reliable  information  upon  these 
points  we  are  not  in  a  position  to  realise  fully  either  the  need 
for,  or  the  nature  of,  any  reform. 


CHAPTER  II 

THE   PRESENT   VOLUME   AND   DISTRIBUTION    OF   THE 
BRITISH   CURRENCY 

The  standard  unit  of  the  British  currency  is  called  a 
"  pound,"  with  the  material,  origin,  and  history  of  which  we 
are  not  at  present  concerned,  but  only  with  the  number  in 
use,  i.e.,  with  the  number  possessed  by  individuals  within  the 
area  of  their  circulation. 

To  discover  the  number  of  money  units  possessed  by  the 
individuals  of  any  country  is  in  most  cases  a  difficult,  if  not 
an  impossible  operation,  it  being  necessarily  a  matter  of 
almost  pure  guess  work.  In  Great  Britain,  however,  this 
discovery  happens  to  be  comparatively  easy — easier,  at  least, 
than  in  any  other  country  in  the  world — and  this,  because 
confidence  between  man  and  man  is  more  developed  in 
England  than  anywhere  else.  This  confidence,  stimulated 
by  the  immense  personal  relief  resulting  from  its  justified 
exercise,  has  led  Englishmen  to  place  practically  the  whole  of 
their  deposits,  or  accumulations  of  money,  in  public  banks 
instead  of,  as  in  most  other  countries,  secreting  them  in 
private  hoards.  And  as  these  banks,  with  few  and  unimport- 
ant exceptions,  publish  periodical  returns  of  the  deposits  they 
hold,  all  that  guess  work  is  concerned  with  in  Great  Britain 
are  the  comparatively  small  sums  still  retained  by  individuals 
in  their  own  hands,  which  sums,  in  the  vast  majority  of  cases, 
are  retained  merely  for  current  expenses,  and  but  seldom 
assume  the  character  of  "  hoards." 

In   the   Statesman's  Year   Book   for    1897  the  deposits    in 

British  banks  in  October,  1896,  are  given  as  under: — 

206 


The  Distribution  of  the  B?'itish  Ciirrency      207 


TABLE  XXII. 


BANKS. 

DEPOSITS. 

Joint  Stock  Banks — 

English  ... 

^564,538,000 

Scotch     ... 

94,337,000 

Irish 

45,566,000 

Colonial  ... 

172,707,000 

Foreign 

86,625,000 

Private  Banks— 

Making  Returns, 

47,298,000 

■ 

Not  making  Returns,  say 
Savings  Banks — 

8,929,000 

;£  1,020,000,000 

Post-Office  (1895)         

^97,868,000 

Trustees       (1895) 

45,312,000 

Increase  (1895-96),  say 

6,820,000 

I  50,000,000 

^1,170,000,000 

Cash  in  Private  Hands — 

Estimated  by  many  able  statis- 

ticians at  about 

I  30,000,000 

Which  gives  an  average  of  ,£3  5s.  od. 

per  head  for  40,000,000,  or  .£13  to  .£16 

in  every  household  in  the  kingdom,  a 

very  high  estimate. 

^1,300,000,000 

For  simplicity's  sake  we  omit  from  this  Table  all  notice  of 
subsidiary  coins,  or  small  change,  which  may  amount  to 
between  twenty  and  thirty  millions,  mostly  in  private  hands. 
But  this  omission  in  no  way  affects  those  general  conclu- 
sions, with  which  alone  we  are  concerned  here. 

From  the  above  Table  we  can  see  that  the  grand  total  of 
pound  units  in  Great  Britain,  the  transference  of  which 
between  individuals  determines  British  prices,  amounts  to 
roughly  130,000,000,000,  entrusted  as  to  nine-tenths  or 
1,170,000,000  to  banks  for  safe  keeping,  and  retained  as  to 
one-tenth  or  130,000,000  in  private  hands. 

But  the  pound  units  deposited  in  banks  for  safe  keeping  do 
not  lie  idle  in  them,  but  are  transferred  between  individuals, 
by  means  of  cheques,  as  freely  as  if  they  remained  in  their 
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owner's  possession.  They  are  even  more  extensively  employed 
in  purchases,  since  practically  all  large  payments  of  money, 
and  even  a  majority  of  small  ones,  are  now  made  with 
cheques  and  not  with  coins.  Mr.  Mulhall  calculates,  indeed, 
that  of  the  total  transfers  of  money  in  Great  Britain  in  1887, 
97  per  cent,  were  made  with  cheques  and  but  3  per  cent,  with 
coins,  and  the  constant  tendency  is  for  the  former  method  of 
payment  to  increasingly  supersede  the  latter. 

Thus  in  practice  no  distinction  is  drawn  between  pounds 
deposited  in  banks,  which  we  may  call  bank  pounds,  and 
pounds  retained  by  individuals,  which  we  may  call  legal 
pounds.  The  two  are  treated  as  identical  in  nature  as  they 
seem  to  be  convertible  in  fact.  For  there  is  a  constant  con- 
version by  individuals  of  legal  pounds  into  bank  pounds,  and 
of  bank  pounds  into  legal  pounds,  accompanied  by  a  still 
more  constant  and  infinitely  larger  transfer  between  in- 
dividuals of  bank  pounds  without  any  conversion  at  all. 

The  entire  number  of  British  pound  units  (1,300,000,000  in 
1896)  is  thus  treated  as  strictly  homogeneous,  each  unit  being 
as  capable  as  any  other  of  affecting  British  prices,  and  each 
at  some  time  having  been  concerned  in  doing  so,  although,  of 
course,  at  any  one  time  but  a  comparatively  small  number 
are  so  engaged.  But  this  number,  whether  small  or  large, 
bears  a  definite  relation  to  the  total  number,  so  intimate  that 
if  the  total  be  increased  the  number  in  circulation  will  in- 
crease and  prices  rise,  while,  if  it  be  decreased,  the  number  in 
circulation  will  decrease  and  prices  fall.  Although  British 
prices,  therefore,  at  any  given  date  depend  upon  the  number 
of  pound  units  actually  in  circulation — the  general  average  of 
those  circulating,  and  therefore  the  general  average  of  British 
prices,  depends  upon  the  total  number  available  for  circula- 
tion. To  this  a  broad  analogy  offers  itself  in  the  rainfall  of 
any  country.  The  daily  quantity  of  which  at  any  given  time 
depends  upon  the  then  humidity  of  the  air,  but  the  annual 
and  permanent  average  upon  the  extent  and  proximity  of  the 
reservoirs  whence  this  humidity  is  drawn. 


CHAPTER  III 

THE   BRITISH   CURRENCY— ITS   LEGAL   COMPOSITION 

The  pound  unit  of  the  British  currency  as  by  law  established, 
and  the  law  recognises  no  pound  unit  but  one,  contains  1 23*274 
grains  of  "Standard  Gold,"  eleven-twelfths  fine,  and  all  money 
debts  over  £2  are  legally  dischargeable  only  by  payment  of 
the  necessary  number  of  currency  units  composed  in  this  way. 
As  the  State,  however,  makes  no  attempt  and  recognises  no 
obligation  to  import  the  metal,  but  merely  undertakes,  as  its 
contribution  towards  the  regulation  of  its  currency,  to  convert, 
free  of  charge,  into  coins  of  the  standard  weight  and  fineness, 
all  gold  brought  to  its  mint,  the  supply  of  the  metal  itself, 
and.  therefore,  of  all  coins  in  use,  i.e.,  hoarded  or  circulating, 
is  entirely  dependent  upon  private  commercial  enterprise,  upon 
imports  of  the  metal,  that  is,  obtained  like  any  other   mer- 
chandise, in  return  for  varying  quantities  of  exports. 

Under  this  currency  system,  which  we  will  call  the  "re- 
stricted commercial  "system,  every  import  of  the  metal  involves 
a  mercantile  operation  yielding  profit  to  the  importer.  Not, 
of  course,  that  each  separate  operation  will  always  yield  profit, 
but,  on  the  average,  all  must  do  so,  or  importations  would 
cease.  The  profit  in  this  case,  however,  is  realised,  not  by  the 
importer  selling  his  imports  to  customers  for  currency  tokens 
in  the  ordinary  way,  but  by  his  taking  them  to  the  Mint,  and 
there  having  them  converted  into  pound  coins  at  the  rate  of 
£3  17s.  io?,d.  for  each  ounce  of  bullion,  or  to  the  Bank  of 
England,  and  there  receiving  £3  17s.  oxl.  for  each  ounce  in 
paper  notes,  convertible  on  demand  into  gold  coins,  the  differ- 
ence of  i|d.  being  the  charge  which  the  Bank  of  England 
is  authorised  to  make  for  its  intervention.     This  latter  method 
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of  conversion  being  the  simpler  and  more  expeditious,  is  that 
generally  adopted. 

Necessarily  this  system  rests  upon  the  receipt  by  British 
importers  of  ever-varying  quantities  of  gold  in  return  for 
given  quantities  of  exports,  or,  what  is  the  same  thing,  the 
giving  of  ever-varying  quantities  of  exports  in  exchange  for 
any  given  quantity  of  gold  ;  every  increase  in  the  foreign 
demand  for  gold  tending  to  raise  its  cost  in  British  exports, 
and  every  increase  in  foreign  supply  tending  to  reduce  it. 

The  value  of  each  ounce  of  gold  imported  from  abroad 
being  thus  determined  by  purely  mercantile  conditions,  neces- 
sarily the  value  of  each  ounce  of  gold  coined  at  home  is 
determined  by  exactly  the  same  conditions.  Each  debtor, 
therefore,  must  give  constantly-varying  quantities  of  labour- 
products  to  obtain  any  given  number  of  currency-pounds,  or, 
what  is  the  same  thing,  accept  constantly-varying  numbers  of 
currency  pounds  for  any  given  quantity  of  labour-products,  in 
exactly  the  same  way  and  to  the  same  extent  as  the  importer 
has  to  do  for  ounces  of  gold  ;  the  quantity  he  must  give  in 
the  former  case,  or  the  number  he  will  receive  in  the  latter, 
being  an  absolutely  uncertain  one,  determined  altogether  by 
the  rate  of  the  foreign  production  of  gold  and  the  strength  of 
the  foreign  demand  for  it. 

Under  this  system  every  monetary  engagement  in  Great 
Britain  is  necessarily  reduced  to  a  less  or  more  speculative 
commercial  venture,  the  conditions  of  which,  if  the  time  of 
fulfilment  be  remote,  not  even  the  most  brilliant  of  human 
intellects  can  foretell.  Thus  the  essential,  the  fundamental 
characteristic  of  every  "  restricted  commercial  "  currency  is 
perpetual  instability  in  the  value,  as  measured  in  labour- 
products,  of  each  money  unit  provided  under  that  system  ; 
which  characteristic,  as  we  have  already  learnt,  is  fatal  to 
agricultural  prosperity  in  any  civilised  country,  and  therefore 
the  exact  opposite  of  that  which  must  attach  to  the  money 
units  of  every  currency  that  is  meant  to  promote  national 
progress,  and  not  to  retard  it. 

Thus    the   "  restricted    commercial  "  system    of  providing 
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pound  units  is  one  which,  while  indifferently  capable  of 
giving  just  expression  to  internal  commercial  contracts,  the 
vast  majority  of  which  terminate  within  days,  weeks,  or 
months  of  their  inception,  is  hopelessly,  nay,  ludicrously, 
incapable  of  giving  anything  but  falsified  expression  to  in- 
ternal agricultural  contracts  which  continue  through  years, 
decades,  and  centuries.  In  spite  of  this  inherent  capacity, 
however,  this  is  the  system  which  British  law  declares  to  be 
the  only  one  upon  which  pound  units  may  be  provided,  when 
insisting  that  each  of  such  units  must  be  composed  of  a  fixed 
weight  of  gold,  and  that  no  payment  of  any  other  kind  of 
pound  unit  constitutes  a  legal  discharge  of  any  money  debt 
exceeding  £2  in  amount. 


CHAPTER  IV 

THE   BRITISH   CURRENCY — ITS   LEGAL   NATURE — THE 
PRINCIPLE   UPON   WHICH   IT   RESTS 

The  "  restricted  commercial "  system  of  currency  being  the 
simplest,  most  ancient,  and  most  widespread  of  all  systems, 
being  also  the  only  system  of  which  the  great  majority  of 
even  civilised  men  have  any  clear  conception,  it  is  of  the  first 
importance  to  rightly  understand  (i)  the  principle  upon 
which  it  rests,  (2)  the  disadvantages  which  are  inseparable 
from  its  use. 

Its  Principles.  The  principle  of  a  valuable  currency  is  that 
each  separate  money  unit  shall  itself  be  desirable  and  valu- 
able as  a  commodity,  and  require  to  be  purchased  like  any 
other  commodity.  Such  unit,  therefore,  is  not  a  "  token  "  in 
any  sense.  It  represents  nothing,  but  is  something  which  all 
or  most  of  those  using  it  desire  for  the  domestic  purposes  to 
which  it  can  be  put,  quite  apart  from  its  functions  as  money. 
Thus  the  "  commercial "  currencies  of  civilised  States  which 
are  "  restricted "  to  gold  or  silver  are  of  exactly  the  same 
economic  nature  and  meaning  as  those  of  primitive  or  savage 
tribes  which  are  "  restricted"  to  blocks  of  salt,  to  rings  or  rods 
of  iron  or  brass,  to  measures  of  beads,  to  lengths  of  cloth.  For 
each  currency  unit  is  desired  for,  and  is  more  or  less  frequently 
devoted  to,  quite  other  than  monetary  purposes.  For  in- 
stance, where  gold  is  the  material  of  the  currency  unit,  more 
of  it  is  used  in  the  arts,  and  for  display  and  ornament,  than 
to  circulate  in  coins.  Mr.  Mulhall  calculates  that  70  per 
cent,  of  the  annual  gold  production  of  the  world  is  thus 
utilised,  the  largest  consumption  of  this  kind  being,  of  course, 

in  the  countries  where  the  currency  is  legally  of  gold.     Again, 
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where  silver  is  the  legal  material  of  the  currency,  it  is  similarly 
employed.  In  India,  so  long  as  silver  was  freely  minted, 
there  was  a  constant  conversion  of  rupees  into  jewellery,  and 
of  jewellery  into  rupees.  In  part  of  the  Shan  States,  and  on 
the  borders  of  Thibet  and  China,  where  salt  was  scarce, 
blocks  of  it  once  were,  a,nd  perhaps  still  are,  used  as  money, 
those  received  one  day  as  currency  units  being  consumed  the 
next,  perhaps,  as  culinary  condiments.  Similarly  in  the  in- 
terior of  Africa,  the  fixed  lengths  of  iron  or  brass  rods,  the 
fixed  measures  of  beads  and  lengths  of  cloth,  with  which  the 
traveller  pays  his  way,  are  straightway  devoted  for  the  most 
part  by  their  recipients  to  domestic  uses.  Thus,  whatever  its 
material,  the  principle  of  a  "  restricted  commercial  "  currency 
is  everywhere  the  same.  The  value  of  the  money  unit  rests 
upon,  as  its  foundation,  the  domestic  uses  to  which  its  material 
can  be  put.  It  is  true  that  the  demand  for,  and  therefore  the 
market  value,  of  such  material  is  artificially  and  very  largely 
increased,  when  its  acquisition  is  made  compulsory,  for  the 
discharge  of  debts,  upon  thousands  who  would  never  acquire 
it  for  domestic  purposes.  But  the  extent  of  such  increment 
is  rarely  distinguishable,  and,  strangely  enough,  is  often  on 
that  account  wholly  denied.  Special  circumstances,  however, 
sometimes  reveal  it.  Of  these  a  good  example  was  presented 
in  Europe  and  the  United  States,  when  from  1872  and  on- 
wards debtors  were  deprived  of  their  legal  right  to  buy  silver 
bullion  in  discharge  of  their  debts,  and  were  increasingly 
compelled  to  buy  gold  bullion  instead  ;  a  procedure  which 
necessarily  deprived  silver  of  most  of  its  artificial  value,  and 
reduced  it  almost  to  its  natural  or  domestic  value,  while 
greatly  increasing  the  artificial  value  of  gold,  and  raising  it 
proportionately  still  higher  above  its  domestic  value.  A 
.^till  more  conspicuous  example  has  recently  been  offered  in 
India.  There,  in  1893,  debtors  were  suddenly  deprived  of  their 
legal  right  to  buy  silver  bullion  in  discharge  of  their  debts, 
though  still  compelled  for  this  purpose  to  purchase  silver 
rupees.  Silver  bullion  consequently  has  lost  its  artificial 
value  in   India,  while  that  of  coined  silver  has  been  greatly 


2 1 4  The  Scie7ice  of  Civilisation 

increased.  At  present,  therefore,  the  Indian  currency,  while 
no  longer  "  commercial,"  is  still  more  "  restricted "  than 
before. 

We  can  thus  see  that  every  "  restricted  commercial " 
currency  is  a  relic  of  barbarism,  the  only  thing  civilised  about 
it  being  the  care  taken  to  insure  identity  in  the  weight,  fine- 
ness, and  form  of  the  coins.  But  as  it  may  be  argued  that 
there  is  nothing  in  the  principle  of  a  barbaric  currency  which 
prevents  its  satisfying  the  monetary  deeds  of  the  most  ad- 
vanced civilisation,  we  must  now  consider  what  are  the  chief 
disadvantages,  inseparable  from  its  principle,  which  makes 
such  a  currency  increasingly  incapable  of  meeting  those 
needs. 


CHAPTER  V 

THE    BRITISH   CURRENCY — ITS   LEGAL   NATURE— THE 
DISADVANTAGES   INSEPARABLE   FROM    IT 

Its  Disadvantages.  The  principle  upon  which  every 
"  restricted  commercial "  currency  rests  being  the  intrinsic 
value  of  each  money  unit,  its  merits  lie  on  the  surface,  and 
commend  themselves  most  to  the  meanest  understandings. 
To  be  able  to  put  to  some  domestic  use  (which  is  the  meaning 
of  "  intrinsic  "  value)  each  money  unit  he  receives,  should  he 
not  want  to  make  a  purchase  with  it,  is  an  alternative  which 
to  semi-civilised  men  seems  a  supreme  advantage.  One  so 
great,  indeed,  as  only  to  lose  its  attraction  in  proportion  as  it 
ceases  to  be  utilised,  and  the  disadvantages  inseparable  from  its 
retention  occasion  increasing  inconvenience  and  loss.  These 
disadvantages  arise  from  (i)  the  scarcity,  (2)  the  weight,  and 
(3)  the  internationally  of  the  valuable  material  composing 
such  money  units,  and  are  always  most  felt  in  the  nation 
most  advanced  in  civilisation. 

Scarcity.  The  supply  procurable  of  any  valuable  material 
being  strictly  limited,  necessarily  the  number  of  money  units 
composable  of  fixed  weights  of  such  material  is  still  more 
limited.  But  wherever  life  and  property  are  secure,  and 
manufacture  and  commerce  freely  pursued,  there  is  a  pro- 
gressive increase  in  the  demand  for  instruments  of  purchase 
to  give  effect  to  those  ever-multiplying  acts  of  purchase  which 
constitute  a  state  of  prosperity.  If,  then,  these  instruments 
are  composed  of  a  material  of  which  the  supply  is  limited,  it 
is  plain  that,  this  limit  reached,  the  number  of  purchasing 
instruments  procurable  will  sown  prove  insufficient  for  the 
growing  needs  of  the  community.     This  condition  reached,  such 

2'5 


216  The  Science  of  Civilisation 

community  will  have  to  choose  between  the  "  advantage  " 
(daily  less  utilised)  of  being  able  to  put  its  instruments  of 
purchase  to  domestic  uses,  and  the  "disadvantage"  (daily 
more  felt)  of  not  being  able  to  procure  them  in  sufficient 
numbers.  It  need  scarcely  be  said  that  this  "  disadvantage  " 
soon  proves  so  much  more  injurious  than  the  "  advantage  " 
proves  beneficial  that  inevitably  "  intrinsic  "  value  becomes  a 
more  and  more  disadvantageous  attribute  of  every  civilised 
currency,  an  attribute  so  disadvantageous  indeed  that  in  one 
way  or  another,  openly  or  secretly,  it  will  be  increasingly  and 
invariably  got  rid  of. 

The  disadvantage  of  increasing  monetary  "  scarcity,"  which 
finds  expression  in  a  continuous  fall  in  food  prices,  is  that 
which  tells  most  severely  upon  the  great  agricultural  class, 
since  they  have  no  means,  when  once  money  rents  have 
become  universal,  of  preventing  the  quantities  of  produce 
exacted  as  rent  increasing  in  proportion  as  the  price  of  that 
produce  falls. 

Weight.  The  disadvantage  of  "  Weight,"  making  the 
transmission  of  money  difficult  and  costly,  tells  most  severely 
on  merchants,  and  has  led  to  the  successive  substitution  as 
an  instrument  for  purchase  amongst  advancing  commercial 
nations,  of  silver  for  copper,  of  gold  for  silver,  of  bank  notes 
for  gold,  and  of  bank  cheques  for  bank  notes.  Nor  is  it 
possible,  when  a  certain  stage  of  commercial  development  has 
been  reached,  to  prevent  the  use  of  the  more  convenient 
instrument  and  the  disuse  of  the  less  convenient  one.  Thus 
in  Scotland  and  Ireland,  amongst  those  who  have  no  bank- 
accounts,  £1  notes  have  practically  driven  gold  out  of  circula- 
tion, and  would  do  so  in  England  were  their  use  permitted. 
In  the  United  States  silver  cannot  be  forced  into  use, 
whereas  silver  certificates,  which  are  paper  notes  issued 
against  hoards  of  silver,  pass  freely  current.  In  contrast  to 
which  it  may  be  noted  how  great  a  hindrance  to  internal 
trade  is  presented  in  China  by  its  cumbrous  currency,  of 
which  £2  to  £$  worth  constitutes  an  ass  or  a  camei's  load, 
while   a   recent  traveller   in   Africa   remarks  :  "  Probably  the 
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greatest  obstacle  to  the  development  of  trade  and  industry  in 
Africa  is  the  cumbrous  and  almost  impossible  system  of 
using  beads  and  calico  as  currency." x  As  commercial 
transactions  multiply,  therefore,  it  becomes  eventually  im- 
possible to  keep  valuable  money  units  in  circulation,  their  place 
being  always  taken  by  valueless  tokens  of  some  kind.  The 
original  "advantage,"  therefore,  of  being  able  to  put  money 
units  to  domestic  uses,  so  much  prized  in  reality  at  first  and 
in  imagination  later  on,  is  eventually  and  invariably 
surrendered  voluntarily  in  order  to  secure  the  far  greater 
advantage  of  cheap  and  safe  transmission.  It  may  safely  be 
asserted,  then,  that  the  weight  of  valuable  money  units  unfits 
them  for  giving  effect  to  the  multiplying  commercial 
transactions  of  a  highly  civilised  society,  and  that  of  necessity 
their  place  is,  and  always  will  be,  taken  by  valueless  money 
units  of  some  kind. 

Internationality.  Whereas  the  disadvantage  of  monetary 
"weight"  tells,  though  in  varying  degree,  against  the 
merchants  of  all  countries,  by  impeding  their  sales  at  home, 
the  disadvantage  of  monetary  "  internationality "  tells  most 
against  the  merchants  of  the  most  civilised  country  by 
curtailing  their  sales  abroad.  That  it  should  have  this  effect 
will  no  doubt  excite  considerable  surprise,  seeing  that  most 
economists  and  all  Bankers  place  universal  internationality  in 
money  before  the  British  public  as  the  monetary  ideal  to  be 
reached.  But  it  is  not  difficult  to  show  that  this,  so  far  from 
being  a  desirable  attribute  for  the  British  currency,  is  one 
which  must  prove  increasingly  disastrous  to  British  merchants 
the  wider  the  international  area  becomes,  and  for  the  following 
very  simple  reason. 

In  the  competition  for  custom  between  rival  manufacturing 
states  it  is  very  certain  that  in  any  given  market  the 
merchant  that  can  sell  "  cheapest  "  will  sell  most.  "  Cheap- 
ness" in  manufactures,  therefore,  is  the  one  thing  essential  to 
attainment  to,  or,  if  already  secured,  to  the  maintenance  of 
international  supremacy  in  trade.  The  nation,  therefore,  that 
1  "Three  Years  in  Savage  Africa,"  Louis  Decle,  p.  533. 
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can  sell  "  cheapest "  will,  so  far  as  its  own  manufactured 
specialities  are  concerned,  command  all  markets  from  which 
its  merchants  are  not  excluded  by  excessive  freights  or 
preventive  duties.  But  "  cheapness  "  itself  is  nothing  but  the 
local  relation  of  rival  commodities  to  the  national  money  units 
determining  their  price.  Let  this  unit  be  of  one  nature  and 
prices  in  one  country,  A  may  be  much  higher  than  those  in 
some  other,  B.  Let  it  be  of  another,  and  prices  in  A  may  be 
much  lower  than  those  in  B.  Let  it  be  of  a  third,  and  prices 
in  A  and  B  may  have  no  direct  relation  to  each  other,  but 
only  an  indirect  one,  through  some  identical  local  commodity 
commonly  sold  in  the  markets  of  each  country.  Thus  the 
nature  of  the  money  unit  adopted  by  any  country  is  of  supreme 
importance  in  determining  the  relative  commercial  position  of  its 
manufactures  in  all  markets  freely  open  to  their  sale. 

But  we  already  know  that  the  economic  meaning  of  "pro- 
gress in  civilisation"  is  that  any  given  quantity  of  food,  or  food 
unit,  acquires,  locally,  a  constantly  increasing  purchasing  power 
over  articles  of  manufacture.  The  purchasing  power  of  food  is 
highest,  therefore,  where  civilisation  is  the  most  advanced,  or, 
what  is  the  same  thing,  the  value  of  manufactures  are  lowest. 
In  such  a  country,  therefore,  if  each  money  unit  consistently 
represents  its  food  unit,  i.e.,  if  the  price  of  such  food  unit  be 
maintained  on  an  average  at  a  uniform  level,  then  the  prices 
of  manufactures  will  necessarily  correspond  to  their  value,  i.e., 
manufactures  in  that  country  zvill  be  the  cheapest  in  the  zvorld 
because  their  value  is  lowest,  and,  as  the  "  cheapest,"  will,  if 
freights  and  duties  permit,  exclude  from  open  markets  all 
rival  and  "  dearer  "  manufactures. 

If,  now,  the  money  units  of  this  country  cease  to  represent 
and  correspond  to  its  home  food  units,  but  instead  are  com- 
posed of  fixed  weights  of  a  valuable  material  such  as  silver  or 
gold,  which  is  similarly  employed  in  rival  but  less  developed 
countries,  a  complete  revolution  is  effected  in  the  comparative 
commercial  position  of  their  respective  manufactures.  For  the 
compulsory  demand  for  money  being  always  proportionate  to 
economic  development,  is,  of  necessity,  strongest  by  far  in  the 
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most  highly  civilised  country.  Automatically  therefore,  this 
country  attracts  to  itself  the  lion's  share  of  the  valuable 
material  common  to  the  money  units  of  all.  But  by  doing 
tins  it  raises  the  general  level  of  its  prices  high  above  the  general 
level  of  prices  in  the  more  backzvard  countries,  where  fewer 
money  units  circulate.  Under  these  conditions  prices  neces- 
sarily move  in  a  direction  exactly  opposite  to  values,  being 
highest  where  values  are  lowest,  and  lowest  where  values  are 
highest. 

Whereas,  then,  as  measured  by  money  units,  representing 
and  convertible  into  fixed  quantities  of  food,  manufactures  in 
the  most  civilised  countries  are  the  "  cheapest "  in  the  world,  as 
measured  by  money  units  composed  of  or  convertible  into 
fixed  weights  of  gold  or  silver  they  tend  to  become  the  "dearest" 
in  the  world,  their  natural  lowness  in  value  being  nullified  by 
their  artificial  excess  in  price.  Obviously,  then,  if  the  most 
advanced  country  in  the  world  adopts  as  the  material  of  its 
money  units  the  same  valuable  substance  as  is  similarly  em- 
ployed by  more  backward  countries,  it  at  once  deprives  its 
merchants  of  their  natural  economic  superiority  in  all  open 
markets,  and  makes  their  retention  of  international  supremacy 
in  trade  an  impossibility.  Equally  obvious,  if  at  any  time 
these  more  backward  states  are  able  to  adopt  as  the  material 
of  their  money  units  the  same  valuable  substance  as  is 
similarly  employed  by  the  advanced  country,  they  at  once 
invest  their  merchants,  when  competing  with  their  great 
rivals,  with  an  artificial  economic  advantage  against  which  the 
others  will  strive  in  vain  to  continuously  and  successfully 
contend.  When  thus  threatened,  nothing  can  preserve  to  the 
most  advanced  country  its  rightful  commercial  advantage  of 
lower  values  but  an  elimination  from  its  currency  of  the  cause 
which  conceals  this  advantage,  viz.,  its  international  factor. 
Fur  only  through  such  elimination  can  it  secure  the  re- 
measurement  of  its  manufactures  by  the  only  common 
standard  that  makes  their  relative  values  clear — the  local  food 
unit. 

These    being    the    "disadvantages"    of  even'   valuable    or 
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barbaric  currency,  it  may  safely  be  asserted  that  nothing 
could  make  a  gold  currency  satisfy  the  internal  money  needs 
of  Great  Britain,  and  at  the  same  time  secure  to  her  as, 
economically,  the  most  advanced  manufacturing  nation  in  the 
world,  the  full  benefit  of  the  exceptionally  low  value  (in  food 
units)  of  her  manufactures,  save  a  combination  of  three  indis- 
pensable conditions  : — 

(i)  A  yearly  import  and  retention  of  gold  sufficient  to 
satisfy  her  increasing  internal  demands  for  money,  thus  nulli- 
fying the  barbaric  disadvantage  of  "  scarcity,"  the  proof  of 
such  sufficiency  being  stability  in  the  price  of  food,  with  its 
invariable  accompaniment,  extended  cultivation  of  the  staple 
food-product. 

(2)  The  general  acceptance  in  place  of  gold  of  paper  tokens 
representing  and  convertible  into  it,  thus  nullifying  the  bar- 
baric disadvantage  of"  Weight,"  the  proof  of  such  acceptance 
being  a  steady  increase  per  head  in  the  use  of  paper  tokens  as 
representing  gold,  and  convertible  into  it. 

(3)  The  exclusive  use  by  Great  Britain  of  gold  as  the 
material  of  her  money  units,  thus  nullifying,  as  far  as  possible, 
the  barbaric  disadvantage  of  "  Internationally,"  the  proof  of 
such  exclusive  use  being  the  actual  and  {as  compared  with 
other  nations)  relative  increase  in  the  yearly  value  of  her  exports. 

Only  as  these  conditions  are  fulfilled  is  it  possible  for  the 
production  of  British  capital  to  freely  increase,  or  for  sales  of 
British  Wealth  to  freely  multiply.  We  now  require  to 
ascertain,  therefore:— 

(1)  Whether  British  food  prices  have  remained  stable,  and 
the  area  of  her  wheat  lands  has  extended. 

(2)  Whether  and  what  paper  tokens  have  been  increasingly 
accepted  in  place  of  gold,  as  representing  and  convertible  into 
it. 

(3)  Whether  the  value  of  Britain's  exports  has  steadily  in- 
creased in  respect  both  to  those  of  former  years  and  of  other 
nations. 

The  Tables  which  follow  supply  answers  to  all  these 
questions. 
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FOOD    PRICES  AND  WHEAT  CULTIVATION. 


TABLE  XXIII. 


Course  of  Food  Prices. 


55  3 

'ears  before  1S74. 

22  j 

rears  since  1874. 

Years. 

Prices. 

55/- =  100. 

Years. 
1875-9 

Prices. 

55/-= 100. 

I820-4 

57s.  2d. 

103 

47s.  8d. 

86 

1825-9 

65s.  2d. 

1 12 

1880-4 

42s.  5d. 

76 

1830-4 

57s.  8d. 

104 

1885-9 

31s.  7d. 

57 

1835-9 

55s.  Qd. 

100 

1890-4 

29s.  8d. 

53 

1840-4 

57s.  ud. 

104 

1895-6 

24s.  7d. 

44 

1845-9 

54s.  od. 

97 

1850-4 

49s.  id. 

88 

1855-9 

57s.  8d. 

104 

1860-4 

49s.  9d. 

89 

1865-9 

53s.  7d. 

96 

1870-4 

55s.  od. 

100 

TABLE  XXIV. 


Area  of  Wheat  Cultivation. 


1866 

1872 

1895 

Population —    Number 

Ratio  to  1866 

Wheat  Area — Acreage 

Ratio  to  1866 

Value  of  /i  (,,  , 
,      11)  Value 
in  bushels  <  T,     ■     .     ¥<?,, 
of  wheat      {^tu»toi866 

30,000,000 

100 
3,350,000 

100 

3 
100 

31,835,000 

106 
3,840,000 

114 

100 

39,113,000 

130 

1,456,000 

43 

7 
233 

Tables  XXIII.  and  XXIV.  prove  two  things  in  respect  to 
British  food-prices  and  food-production. 

(i)  That  during  the  long  period  <>f  fifty-five  years  (1820-74), 
British  food-prices,  and  consequently  the  value  of  the  British 
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money  unit,  remained  remarkably  steady.  Whence,  as  a 
necessary  economic  consequence,  the  area  of  Wheat  cultiva- 
tion, wheat  being  the  staple  food  of  the  British  people, 
increased  faster  even  than  the  population,  a  fact  which  proves 
that  the  supply  of  British  money  units,  however  obtained, 
was  adequate  to  the  needs  of  the  people,  seeing  that  the 
above  conditions  could  not  have  been  maintained  had  the 
supply  of  money  units  been  inadequate. 

(2)  Since  the  year  1874,  however,  or  more  accurately,  1872, 
both  Tables  show  a  complete  and  disastrous  change  in  the 
situation  ;  for  the  price  of  food  is  shown  to  have  fallen  by 
more  than  one-half,  which  entails  the  value  of  the  money  unit 
having  more  than  doubled.  As  a  necessary  economic  con- 
sequence of  this,  in  a  country  where  all  cultivated  land  is 
subject  to  rent,  the  area  of  wheat  cultivation  has  decreased 
even  more  rapidly  than  the  population  has  increased,  the 
former  having  fallen  by  69  per  cent.,  while  the  latter  has 
risen  by  30  per  cent.  But  this  change  could  not  possibly 
have  taken  place  under  a  national  currency  had  the  supply  of 
money  units  remained  as  adequate  as  before.  Necessarily, 
then,  either  the  British  currency  has  violently  contracted  since 
1872,  or  it  ceased  about  that  year  to  be  national,  and  became  less, 
or  more  international  instead. 

TOKEN  CIRCULATION. 

TABLE    XXV. 

Gold  Pounds,  Bank  Notes,  Bank  Cheques. 
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From  this  Table  we  learn  : — 

(1)  That  of  the  two  kinds  of  paper  tokens  representing 
gold — bank  notes  and  bank  cheques — only  the  latter  have 
continuously  increased  in  volume  per  head,  the  former  having 
actually  decreased,  thus  showing  that  bank  cheques  and  not 
bank  notes  are  the  paper  tokens  popularly  and  freely  adopted  as 
representatives  of  gold,  and  preferred  to  it. 

(2)  That  whereas  the  volume  per  head  of  bank  cheques  in 
use  increased  in  the  thirty  years  (1845-75)  by  ,£137,  or  £4 
1  is.  4d.  per  head  a  year,  in  the  following  twenty  years  (1875-96) 
it  increased  by  no  more  than  .£20,  or  ,£1  per  head  a  year, 
showing  a  very  great  falling-off  in  the  volume  of  sales  per 
head  of  the  population  during  the  latter  period — that  is,  a 
large  relative  contraction  in  trade. 

Exports  from  Great  Britain  and  other  States  are  com- 
pared on  page  224  : — 

This  Table  is  the  most  instructive  of  all,  for  from  it  we 
learn  : — 

(1)  That  during  the  ten  years  (1860-70),  and  prior  to  the 
former  date,  I  have  no  figures  for  foreign  countries.  British 
exports  increased  actually  by  47  per  cent.,  as  compared  with 
the  38  per  cent,  of  most  other  civilised  countries,  and  rose 
relatively  from  26  per  cent,  to  27  per  cent,  of  the  whole, 
thus  proving  how  materially  she  was  benefiting  from  the 
exceptionally  low  value  at  which  she  could  dispose  of  her 
manufactures. 

(2)  But  during  the  subsequent  twenty-five  years  (1870-95), 
British  exports  increased  actually  by  no  more  than  19  per 
cent,  (from  the  year  1872  they  actually  decreased),  as  com- 
pared with  an  increase  of  116  per  cent,  amongst  all  the  other 
states,  whilst  relatively  to  the  whole  her  exports  have  sunk 
from  27  per  cent,  to  but  18  per  cent.,  proving  that  since  1870, 
or  rather  since  1872,  she  has  lost  that  commercial  vigour 
which  hitherto  had  enabled  her  to  so  easily  hold  the  premier 
place  amongst  the  nations  of  the  world.  Leaving  out  of 
account  such  crushing  military  disasters  or  civil  convulsions 
as  might  have  produced  the  above  effect,  which  we  know  have 
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not  happened,  there  remain  but  two  economic  causes  which 
could  account  for  it.  EitJter  a  violent  contraction  in  her  national 
currency,  paralysing  industry  and  trade,  or  else  the  introduction 
into  it  of  an  international  factor  compelling  a  new  and  disastrous 
competition  in  prices  with  nations  much  poorer  than  herself. 

If,  then,  our  reasoning  up  to  this  point  be  correct,  and 
British  money  units  are  truly  the  gold  pounds  they  are  legally 
declared  and  popularly  believed  to  be,  and  her  paper  tokens 
nothing  but  convenient  representatives  of  such  pounds,  then 
one  of  two  economic  events  must  have  happened  between  the 
years  1870  and  1875.  Either  the  imports  of  gold  essential  to 
the  maintenance  of  stability  in  gold  prices  must  have  so 
seriously  and  suddenly  fallen  off  as  to  have  caused  a  violent 
contraction  in  the  currency  of  Great  Britain,  sufficient  to 
paralyse  her  agriculture,  manufacture,  and  commerce,  or  else 
other  nations  must  have  adopted  gold  as  the  material  of  their 
money  units,  thus  forcing  upon  British  agriculturists,  wage- 
earners,  and  merchants  a  new  and  disastrous  competition  for 
pound  units  with  nations  that  have  far  fewer  of  them  in 
circulation  than  Great  Britain  has. 

An  answer  to  the  first  question  will  be  supplied  by  an 
inquiry  into  the  actual  nature  of  the  British  currency,  as  com- 
pared with  its  legal  nature,  and  to  the  second,  by  an  inquiry 
into  the  contemporaneous  currency  policy  of  surrounding 
nations,  and  what  effect  this  has  had  upon  British  trade  and 
industry. 


CHAPTER  VI 

THE   BRITISH    CURRENCY — ITS    ACTUAL   COMPOSITION 

SEEING  that  the  British  currency,  as  by  law  established  and 
by  the  people  believed,  is  a  gold  currency,  any  contraction  in 
its  volume,  if  its  nature  be  really  what  it  is  legally  and  popu- 
larly supposed  to  be,  must  come  from  an  actual  or  a  relative 
diminution  in  Great  Britain's  net  yearly  imports  of  gold, 
which  diminution  would  necessarily  leave  fewer  gold  pounds 
circulating  against  the  same  or  increased  quantities  of 
labour-products,  and  so  bring  about  a  general  fall  in  gold 
prices. 

We  must  now  therefore  ascertain  : 

(i)  Whether  there  has  been  any  such  diminution,  actual  or 
relative,  in  Britain's  net  imports  of  gold  as  would  account  for 
the  contraction,  if  any,  in  her  currency. 

(2)  Whether  there  has  been  any  such  contraction,  actual  or 
relative,  in  her  currency  as  would  account  for  the  fall  in  her 
food-prices  and  diminution  in  value  of  her  trade  exports. 

Perhaps  the  simplest  way  to  obtain  answers  to  both  these 
questions  will  be  to  find  out : 

(1)  What  were  the  actual  monetary  requirements  of  Great 
Britain  (a)  during  the  fifty-five  years,  1820-74;  (b)  during  the 
twenty-two  years,  1875-98?  (2)  To  what  extent  those  re- 
quirements were  satisfied  under  the  "  restricted  commercial " 
system  by  imports  of  gold  bullion  ? 

Monetary  Requirements  of  Great  Britain  for  Fifty-five  Years,  1820-74. 

The  population  of  the  British  Isles  was  in  1874  roughly  32,400,000 
In  1820  -..--.     20,700,000 

Giving  an  increase  in  fifty-five  years  of         -  -     11,700,000 

Or  yearly  of    -  -  -  -  -  -  212,000 

And  an  average  population  in  each  year  of  -  -     26,500,000 
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(1)  We  have  already  (p.  174)  estimated  that  the  present 
annual  savings  in  Great  Britain  amount  to  at  least  10s.  a 
head ;  but  to  be  perfectly  safe,  we  will  assume  only  5s.  a  head 
during  these  fifty-five  years.  This  gives  an  annual  with- 
drawal of  pound  units  from  the  circulation  of  ,£6,600,000,  or 
for  the  fifty-five  years  a  gross  accumulation  of  deposits  of 
£363,000,000,  which  accumulations,  if  of  gold  pounds,  must 
have  been  made  good  by  gold  imports  to  prevent  food-prices 
falling. 

(2)  It  was  also  estimated  that  to  maintain  food-prices  at 
any  given  level  a  certain  annual  addition  to  the  circulation 
must  be  made  proportionate  to  each  increment  of  population. 
This  annual  addition  was  put  at  £20  per  head  of  the 
non-food-producing  population.  Again,  however,  we  will 
reduce  this  estimate  by  one-half.  We  will  also  take  the 
annual  increment  of  the  non-food-producing  population  to  be 
only  half  of  the  actual  increase  of  212,000.  This  gives  a 
further  necessary  addition  to  the  currency  of  106,000  x  ,£10  = 
£1,160,000  a  year;  that  is,  for  the  whole  fifty-five  years  of 
£58,000,000. 

(3)  We  further  estimated  that  at  the  present  time  the 
annual  increase  in  food-supplies  entering  British  markets, 
over  and  above  what  is  required  for  the  support  of  the 
increased  population,  which  increase  carried  with  it,  if  food- 
prices  be  maintained,  a  corresponding  increase  in  money- 
wages  cannot  be  less  than  5s.  per  head.  As  before,  however, 
we  will  reduce  this  estimate  by  one-half.  This  demands  an 
increased  annual  expenditure,  and  therefore  a  yearly  addition 
to  the  currency  permitting  such  expenditure,  of  £3,300,000, 
which  for  the  fifty-five  years  amounts  to  £181,500,000. 

Tabulated,  these  additions  to  the  currency,  which  must 
have  been  made,  if  our  reasoning  be  correct,  to  maintain 
stability  in  British  food-prices,  will  appear  as  follows  : 
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TABLE  XXVII. 

Number  of  Pound  Units  required  in  Great  Britain  during  the 
Fifty -five   Years,  1820-74. 


(1)  Accumulated  Deposits        - 

(2)  Additions  for  Increases  of  Population 

(3)  Additions  for  Increased  Expenditure 

This  we  may  call  roundly         - 

And  if  for  the  total  prior  to  1820  we  estimate  - 

We  find  the  total  in  1874  to  be 

£363,000,000 

58,000,000 

181,000,000 

£602,000,000 

£600,000,000 
100,000,000 

£700,000,000 

Let  us  now  see  how  far  this  demand  for  600,000,000  pound 
units  during  the  fifty-five  years,  1820-74,  was  supplied  under 
the  "  restricted  commercial "  currency  system  of  Great 
Britain  by  importations  of  gold  bullion  for  monetary 
purposes. 


TABLE  XXVIII. 
Importation  of  Gold  Bullio?i  for  the  Fifty -five   Years,  1820-74. 


Imports  of  gold  for  30  years,  1844-74 
Exports  of  gold  - 

Consumed  in  arts,  etc.,  say    - 

Net  Imports  of  30  years  for  monetary  purposes 
Net   Imports  of  previous  25    years    of  very  limited 
gold  production,  less  consumption  in  arts,  say 

Gross    accumulations    of    gold     pounds     in     Great 
Britain  during  55  years  -  -  - 


£424,664,000 
320,264,000 


£104,400,000 
54,400,000 


50,000,000 
10,000,000 


£60,000,000 


Now  the  discrepancy  between  the  two  totals  of  £600,000,000 
and  £60,000,000  is  so  vast  that  one  or  two  things  must  be 
the  case ;  either 

(1)  Our  estimate  of  the  number  of  pound  units  required  in 
Great  Britain  is  ludicrously  exaggerated,  or 
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(2)  The  pound  units  which  make  up  the  vast  bulk  of  the 
British  currency  are  not  gold  pounds,  as  legally  they  are 
required  and  popularly  are  supposed  to  be,  nor  are  they 
provided  under  the  "restricted  commercial"  system,  which 
is  the  only  one  recognised  by  British  law ;  but  they  are 
tokens  of  some  kind  called  "pounds,"  provided  under  some 
rival  but  specifically  different  system. 

Fortunately,  it  is  not  difficult  to  test  roughly  the  accuracy 
of  our  estimates,  as  well  as  of  our  method  of  reaching  them, 
since  we  only  require  to  carry  down  these  estimates  upon  the 
same  principles  to  the  year  1896  in  order  to  compare  the 
total  thus  arrived  at,  with  the  total  already  ascertained  to  be 
that  of  the  number  of  pound  units  in  Great  Britain  in  that 
year,  viz.,  1,300,000,000. 

The  population  of  the  United  Kingdom  was  in  1896  roughly  40,000,000 

And  in  1874     -             -                           -  32,400,000 

Giving  an  average  for  the  twenty-two  years  of           -             -  36,200,000 

And  an  annual  increase  of  roughly     -  346,000 

all  of  whom  are  non-food-producers. 

TABLE  XXIX. 


Total  pound  units  in  Great  Britain  in 
1894  as  by  Table  XXIII. 

Subsequent  Additions. 

1.  For  increased  deposits — 

36,200,000  at  1  os.  x  22 

2.  For  increased  population— 

346,000  at  £  10  x  22 

3.  For  increased  expenditure— 

36,200,000  at  2s.  6d.  x  22 

,£398,000,000 

76,000,000 

100,000,000 

^700,000,000 

£ 

1,274,000,000 

Which  estimate,  it  can  be  seen,  requires  to  be  increased, 
and  not  reduced,  to  bring  it  up  to  the  ascertained  total  <>f 
1,300,000,000. 
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We    may   assume,   then,   that    roughly   the   figures   of  the 
following  table  are  approximately  correct : — 


TABLE  XXX. 


During  the  term  of 

Total  addition  of  pound  units 
to  British  currency. 

Annual  Additions. 

ioo  years,    1720-1819 
55      „        1 820- 1 874 
22      „        1875-1896 

£  100, 000,000 

600,000,000 
600,000,000 

,£l,000,000 
10,909,000 
27,272,000 

^1,300,000,000 

Now,  during  the  hundred  years — 17 20- 18 19 — we  are  very 
safe  in  assuming  that  not  less  than  forty  per  cent.,  or 
40,000,000  of  the  pound  units  added  to  the  British  currency, 
were  composed  of  gold  imported.     During  the  fifty-five  years 

—  1 820- 1 874 — we  have  already  learned  that  only  ten  per  cent., 
or  60,000,000  of  the  pound  units  added  to  the  currency,  were 
made  up  of  gold  imports ;  while  during  the  twenty-two  years 

—  1 875- 1 896 — the  excess  of  gold  imports  over  exports  was 
.£55,000,000;  from  which,  if  we  deduct  the  low  estimate  of 
£26,000,000  for  consumption  in  the  arts,  there  remains  only 
five  per  cent.,  or  £30,000,000  of  gold  pounds  towards  the 
total  addition  of  600,000,000. 

Tabulated,  these  figures  appear  as  follows  : — 

TABLE   XXXI. 


During  the  term  of 

Total  pound  units 
added  to  currency. 

Average 

Annual 

Additions. 

Total  gold 

pounds 

added  to 

currency. 

Average 

Annua 

Additions. 

Proportion 
of  Gold 
Pounds. 

100  years,  1720-1819 
55      ..       1820-1874 
22      „       1875-1896 

,£100,000,000 
600,000,000 
600,000,000 

£1,000,000 
10,909,000 
27,274,000 

£40,000,000 
60,000,000 
30,000,000 

£400,000 
1,090,000 
1,363,000 

40  per  cent. 
10       „ 
5       ,, 

.£1,300,000.000 

£130,000,000 

10  per  cent. 
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Thus  in  the  successive  issues  of  pound  units  now  making 
up  the  total  1,300,000,000  of  Great  Britain's  currency,  there 
has  been  a  constant  and  rapidly  diminishing  proportion  of 
gold  pounds,  falling  from  our  estimated  forty  per  cent,  for  the 
hundred  years — 1720-1819 — to  an  actual  five  per  cent,  or  less 
for  the  twenty-two  years — 1875-96 — and  a  constantly  and 
rapidly  increasing  proportion  of  pounds  that  are  not  gold, 
nor  convertible  into  it,  rising  from  an  estimated  sixty  per 
cent,  for  the  hundred  years — 1720-18 19 — to  an  actual  ninety- 
five  per  cent,  or  more  for  the  twenty-two  years — 1875-96. 

Thus  we  are  forced  to  recognise  that  the  actual  composition 
of  the  British  currency,  so  far  from  being  identical  with  its 
legal  composition,  has  departed  more  and  more  widely  from 
it.  So  much  so  that,  looking  at  the  figures  presented  by 
Table  XXXI.,  it  is  no  longer  possible  to  maintain  that  the 
pound  unit  of  the  British  currency  is  what  legally  it  is 
required,  and  popularly  is  supposed  to  be,  a  real  coin,  or 
something  convertible  into  a  real  coin,  containing  123*274 
grains  of  gold,  or  that  those  pound  units  are  any  longer 
provided  on  the  only  system  recognised  by  the  law,  the 
"  restricted  commercial  "  system.  For  of  the  total  number  of 
pound  units  in  existence  which  affect  purchases,  determine 
prices,  pay  taxes,  discharge  debts,  create  deposits,  not  more 
than  one-tenth  are  composed  of  gold,  or  have  been  imported 
by  merchants  as  equivalents  to  commodities.  Not  more  than 
one-tenth,  therefore,  are  legal  pounds  composed  of  a  material 
intrinsically  and  internationally  valuable.  Not  more  than  one- 
tenth,  that  is,  have  any  value  whatever  outside  the  area  of  their 
acceptance  as  currency. 

Since,  then,  nine-tenths  of  all  the  British  pound  units  in 
circulation  are  not  what  they  pretend  to  be,  coins  intrinsically 
and  internationally  valuable,  but  tokens  merely  of  something 
which  may  possess  value  or  may  not,  obviously,  as  tokens  and 
not  equivalents,  they  differ  specifically  from  the  legal  pounds 
they  pretend  to  be,  and  must  be  provided  on  a  system  (of 
which  we  shall  subsequently  learn  the  nature)  specifically 
different  from  the  "restricted  commercial"  system  of  the  Law. 
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But  equally  obviously  there  has  been  no  deficiency  in  their  supply, 
let  its  origin  and  nature  be  what  it  may,  and  no  eo/itraction, 
therefore,  in  the  volume  of  the  British  currency. 

Seeing,  then,  that    there    has   been   no   contraction    in    the 

volume  of  the  British  currency  during  the  twenty-five  years, 

1875-96,  it  is  not  possible  to  ascribe  to  this  cause  the  fall  in  the 

average   of  British  food-prices  and  the  falling  off  in  that  of 

British  exports. 

It  remains  to  ascertain,  therefore,  whether  the  alternative 
cause,  viz.,  the  adoption  by  poorer  nations  of  the  same  money 
unit  as  Great  Britain,  has  been  in  operation,  and,  if  so,  how  it 
has  produced  its  effects. 


CHAPTER   VII 

THE  ADOPTION  BY  POORER  NATIONS  OF  THE  BRITISH 
MONEY  UNIT,  AND  ITS  CONSEQUENCES  TO  GREAT 
BRITAIN 

WHEN  setting  forth  the  "disadvantages"  of  a  valuable 
currency,  it  was  stated  that  "if  the  most  advanced  country  in 
the  world  adopts  as  the  material  of  its  money  units  the  same 
valuable  substance  as  is  similarly  employed  by  more  back- 
ward countries,  it  at  once  deprives  its  producers  and  merchants 
of  their  natural  economic  superiority  in  open  markets,  and 
makes  their  retention  of  international  supremacy  in  trade  an 
impossibility.  While,  conversely,  if  at  any  time  these  more 
backward  states  are  able  to  adopt  as  the  material  of  their 
money  units  the  same  valuable  material  as  is  similarly  em- 
ployed by  the  advanced  country,  they  at  once  invest  their 
merchants,  when  competing  for  custom  with  their  great  rivals, 
with  an  artificial  economic  advantage  against  which  the  others 
(so  long  as  they  submit  to  the  new  conditions  of  trade  imposed 
upon  them)  will  strive  in  vain  to  continuously  and  successfully 
contend." 

Now  it  is  this  last  event,  taking  place  in  the  year  1872  and 
since,  when  first  Germany  and  subsequently  most  other 
civilised  states  successively  adopted  as  the  material  of  their 
standard  of  values  the  same  valuable  material  as  had  hitherto 
been  used  exclusively  by  Great  Britain  alone,  that  is  the 
momentous  external  event  which  has  produced  within  the 
United  Kingdom  exactly  the  same  econo)iiic  effects  as  if  her 
national  currency  had  suffered  a  sudden  and  violent  contraction. 
Strangely  enough,  however,  the  practical  consequences  to 
Great  Britain  of  her  legal  currency  being  transformed,  through 
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the  action  of  foreign  states,  from  a  virtually  national  currency 
into  an  international  one,  although  immediately  as  well  as  in- 
creasingly detrimental  to  her  most  vital  interests,  appear  never 
to  have  been  realised  or  even  recognised  by  writers  on  the 
subject.  And  yet  it  needs  no  special  training  in  economics, 
but  merely  the  exercise  of  ordinary  common-sense  to 
appreciate  these  consequences  when  once  they  are  pointed  out. 

So  long  as  British  money  units  were  current  only  in  Great 
Britain,  and  foreign  money  units  current  only  abroad,  neither 
being  mechanically  convertible  into  fixed  numbers  of  the 
others,  but  only  commercially  saleable  for  varying  numbers, 
as  was  the  case  (France  only  excepted)  prior  to  1872,  there 
could  be  no  real  competition  for  money  units  anywhere  between 
British  and  foreign  merchants,  British  and  foreign  manufac- 
turers, or  British  and  foreign  food-producers,  seeing  that 
British  money  units  were  useless  as  money  to  the  inhabitants 
of  foreign  countries,  and  foreign  money  units  useless  as  money 
to  the  inhabitants  of  Great  Britain.  The  only  competition 
therefore,  that  went  on  was  betzveen  British  and  foreign  mer- 
chants for  foreign  labour-products,  in  which  competition  the 
advantage  obviously  lay  with  the  former  as  representing  the 
country  most  advanced  in  mechanical  science  and  co-operative 
industrialism,  which  superior  development  enabled  them  to 
accept  for  their  home  manufactures  the  smallest  return  in,  as 
well  as  the  largest  variety  of,  foreign  labour-products,  and  so 
to  beat  their  rivals  out  of  all  markets  equally  open  to  both. 

Under  these  circumstances  the  volume  of  Britain's  external 
trade  was  not  prejudicially  affected  by  either  the  material, 
the  abundance,  or  the  illegality  of  her  currency  units,  but  only 
the  internal  distribution  of  the  benefits  of  that  trade,  conse- 
quently the  relative  quantity  and  increase  of  British  exports, 
as  compared  with  those  of  other  countries,  fairly  corresponded 
and  kept  pace  with  her  superior  economic  developments. 

Directly,  however,  a  large  number  of  foreign  countries — and 
those  her  nearest  rivals  in  economic  development,  though  still 
all  at  considerable  though  varying  distances  behind  her — 
adopted   the   same   material  for  their  currency  units  as  was 
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employed  by  Great  Britain,  thus  making  easy  what  was 
before  impossible,  vis.,  the  mechanical  conversion  of  fixed 
numbers  of  British  money  units  into  fixed  numbers  of  foreign 
ones,  and  vice  versa  :  at  once  a  competition  for  money  units,  or 
the  material  composing  them,  was  set  up  all  the  tvorld  over 
betweeti  the  producers  and  merchants  of  Great  Britain  and  those 
of  foreign  countries,  which  had  absolutely  no  existence  before, 
and  was  completely  different  from  the  competition  already- 
described  for  labour-products.  For  in  this  new  and  artificial 
competition  the  advantage  just  as  obviously  lay  with  the 
poorer  and  less  developed  countries  as  before  it  did  with  the 
richer  and  more  highly  developed  one,  seeing  that  all  prices, 
as  meastired  in  the  now  common  money  unit,  were  lower  in  the 
poorer  countries  than  hi  the  richer  one,  and  consequently  their 
producers  and  merchants  in  multiplying  instances  could  afford 
to  accept  fewer  money  units  in  payment  for  their  labour-pro- 
ducts than  British  producers  and  merchants  could,  and  so 
were  enabled  to  beat  the  latter  out  of  many  markets  equally 
open  to  both.  What  has  been  the  practical  effect  of  the 
artificial  handicap  thus  created  (1)  upon  British  manufactures 
and  trade,  (2)  upon  British  agriculture,  we  will  now  endeavour 
to  explain. 

British  Manufacture  and  Trade. 

The  only  satisfactory  test  of  prosperity  in  manufactures  and 
trade  for  any  highly  civilised  country  is  grozvth  in  the  value 
of  its  exports.  If,  then,  we  apply  this  test  to  Table  XXVI.,  it 
can  be  seen  that  in  ten  years  (1860-70)  British  exports 
increased  by  47  per  cent.,  that  is  at  the  rate  of  470  per  cent, 
a  year  ;  but  that  in  the  subsequent  twenty-five  years  they 
increased  by  no  more  than  19  per  cent.,  i.e.,  at  the  rate  of 
only  76  per  cent,  a  year.  In  other  words,  while  increasing 
rapidly  prior  to  1 870,  they  have  since  then  practically  stood 
still. 

I  f  we  now  compare  those  figures  with  those  of  the  other 
countries   of  the  Table,  which  since    1870  have  adopted  the 
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same  material  for  their  standard  as  is  employed  by  Great 
Britain,  an  extraordinary  contrast  is  observable.  During  the 
ten  years  (1860-70)  the  rate  of  increase  of  the  exports  from  all 
these  countries  was  38  per  cent,  or  3  80  per  cent  a  year,  i.e., 
a  rather  lower  rate  of  increase  than  Great  Britain  exhibits.  But 
their  rate  of  increase  for  the  twenty-five  years  (1870-95)  was  116 
per  cent.,  or  4/64  per  cent,  a  year,  which  is  practically  the  same 
rate  of  increase  as  Great  Britain  maintained  between  i860  and 
1870.  In  other  words,  while  the  exports  of  all  the  countries 
adopting  the  same  valuable  material  as  Great  Britain  for  their 
standard  have  increased  since  the  year  of  that  adoption  at  the 
rate  that  was  normal  to  Great  Britain  before  it,  those  of  Great 
Britain  alone  amongst  the  civilised  states  of  the  world  have 
remained  practically  stationary  since  then.  As  a  necessary 
consequence  of  this  movement,  Great  Britain's  proportion  of 
all  the  exports  shown  in  the  Table,  instead  of  rising  slightly 
as  they  did  between  i860  and  1870  from  26  per  cent,  to  27 
per  cent,  of  the  whole,  have  fallen  to  but  18  per  cent.,  and  so 
she  has  lost  the  proud  position  of  being  the  largest  exporter 
in  the  world,  and  this  place  has  been  taken  from  her  by 
Germany  and  Holland. 

Now,  if  during  these  twenty-five  years  any  political,  social, 
or  industrial  catastrophe  had  happened  in  Great  Britain 
paralysing  her  productive  powers,  however  much  a  Briton 
might  deplore  such  an  event,  he  could  not  be  surprised  at  its 
economic  effect.  But  politically,  absolute  peace  has  pre- 
vailed; socially,  no  revolution  has  taken  place,  and  industrially, 
there  has  been  continuous  development.  Why,  then,  has  the 
value  of  British  exports  not  merely  fallen  behind,  say  those  of 
Italy  and  Spain,  in  their  rate  of  increase,  but  practically  not 
increased  at  all  ?  Why  have  Germany  and  Holland,  so  far 
behind  her  in  the  industrial  race  for  commercial  supremacy 
up  to  1870,  shot  almost  as  far  ahead  of  her  by  1895  ?  Why, 
since  1870,  has  Great  Britain  alone  of  all  the  countries  of  the 
world  been  compelled  to  "  mark  time"  commercially,  while  all 
other  nations  have  accelerated  their  advance? 

I     doubt    if    even     any    plausible     explanation     of     this 


The  British  Money   Unit  237 

phenomenon  could  be  offered  upon  the  principles  so  far 
accepted  as  orthodox.  But  upon  those  here  laid  down  no 
other  result  is  possible.  The  adoption  as  their  standard  of 
values  by  all  those  poorer  states  of  the  same  valuable  and 
transferable  material  as  is  legally  imposed  upon  Great 
Britain  at  once  confers  tipon  thou,  for  the  reasons  already 
given,  an  immediate  and  immense  commercial  advantage, 
against  which  not  all  the  intelligence  and  industry  of  British 
manufacturers  or  the  activity  of  British  merchants  can  hope  to 
successfully  contend.  The  introduction  of  an  international 
factor  into  its  currency  units  must  necessarily  be  fatal  to  the 
commercial  premiership  of  the  most  civilised  country.  Seeing 
that  while  in  all  competitions  for  common  values  its  industrial 
development  secures  it  the  supremacy,  in  all  competition  for 
common  prices  its  plethora  of  money  handicaps  it  out  of  common 
markets. 

The  disability  thus  imposed  upon  the  richer  country  is 
inseparable  from  its  economic  condition.  For  this  compels 
the  larger  use,  and  therefore  ensures  an  import  of  the  lion's 
share,  of  whatever  valuable  material  is  in  international  use  as 
money.  Even  were  the  material  of  its  money  unit,  therefore, 
strictly  confined  to  that  international  use,  the  average  of 
prices  in  the  richer  country  must  rule  higher  than  that  in  the 
poorer  ones,  simply  because  the  numbers  in  use  per  head  of 
money  units,  containing  equal  weights  of  the  international 
material,  will  always  be  larger  in  the  richer  country  than  in 
the  poorer  ones. 

Since,  therefore,  it  is  this  higher  average  of  prices  in  the 
richer  country  that  handicaps  its  producers  and  merchants  in 
their  competition  for  money  units  with  those  of  poorer 
countries,  obviously  whatever  tends  to  artificially  raise  this 
average  does  but  make  successful  competition  for  custom 
impossible  in  an  increasing  number  of  cases.  Necessarily, 
then,  when  in  the  richer  country  the  number  of  international 
money  units  in  use  is  artificially  multiplied  by  the  addition  of 
ten  times  their  number  of  money  units  pretending  to  he 
international,  but  having    really  nothing  international   about 
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them,  the  already  high  level  of  prices  is  still  further  raised, 
and,  through  such  rise,  an  increased  number  of  British 
labour-products  are  excluded  from  whatever  markets,  home 
or  foreign,  are  freely  open  to  the  world. 

Thus  the  addition  to  Great  Britain's  legal  and  international 
currency  of  so  vast  a  number  of  pounds  of  equal  local 
acceptance  which  yet  are  neither  legal  or  international,  though 
pretending  to  be  both,  heaps  a  burthen  of  prices  upon  British 
manufacturers  and  merchants  under  which  they  must  find  it 
impossible,  in  a  constantly  increasing  number  of  cases,  to 
successfully  compete  with  their  foreign  rivals.  It  is  practically 
certain,  therefore,  that  under  the  present  system  the  value  of 
Great  Britain 's  exports  must  continue  to  decrease,  if  not  actually, 
then  relatively  to  the  growth  of  her  own  population  and  to 
that  of  foreign  trade. 


British  Agriculture. 

But  the  competition  for  prices  thus  newly  created,  through 
the  practical  adoption  as  their  own  by  other  states  of  Great 
Britain's  legal  money  unit,  did  not  affect  British  merchants 
alone  or  the  manufacturers  whose  labour-products  they  dealt 
in.  It  extended  to  that  important  class  in  Great  Britain 
which  had  never  before  been  exposed  to  any  direct  fo7-eign  com- 
petition at  all  to  the  Food-producing  or  Farming  class.  For 
these,  when  now  taking  food-products  into  their  local 
markets  for  conversion  into  the  food-tokens  current  in  Great 
Britain,  in  order  with  these  food-tokens  to  pay  their  debts, 
make  their  purchases,  or  increase  their  deposits,  found  these 
same  markets  already  choked  with  foreign  food-products, 
either  identical  with  their  own,  as  wheat,  oats,  barley,  meat, 
bacon,  butter,  cheese,  eggs,  or  capable  of  being  used  in  their 
stead,  as  Indian  corn,  etc.  Which  foreign  food-products  had 
not  entered  Great  Britain  in  payment  for  British  manufactures 
already  sold  abroad,  as  hitherto  they  had  alone  been  able  to 
do,  but  for  conversion  into   British  food-tokens,  at  the  high 
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rates  current  in  Great  Britain,  because  now  for  the  first  time 
British  food-tokens  had  become  international  money  units, 
and  therefore  as  useful  to,  and  as  much  to  be  desired  by, 
foreign  Food-producers  as  by  British  ones. 

That  the  practical  difference  between  these  two  conditions 
of  import  accurately  corresponds  with  the  theoretical  is 
clearly  proved  by  the  following  Table,  which  shows  the 
quantities  and  prices  of  British  wheat  imports  under  each 
condition. 


TABLE  XXXII. 


FREE  IMPORTS  UNDER  NATIONAL  CURRENCY. 

,.                         Average  Annual  Imports              r>„.:„ 
Years.                       w£eat  and  Flolm                    Ratio. 

Price  per  Qr. 

Ratio. 

I  840-44 

1845-49 
1850-54 
1855-59 
1860-64 
1865-69 
1870-74 

Cwts.  9,008,000 

IOO 

58S. 

IOO 

12,894,000 
20,685,000 
19,012,000 
34,442,000 
34,015,000 
44,689,000 

144 
229 
21  I 
382 
378 
496 

59S. 

49s.   id. 
57s.  8d. 
49s.  gd. 
53s.  7d. 
55s. 

93 

84 

IOO 

86 
93 
95 

FREE  IMPORTS  UNDER    INTERNATIONAL   CURRENCY. 

Years. 

Average  Annual  Imports 
Wheat  and  Flour. 

Ratio. 

Price  per  Qr. 

Ratio. 

1870-74 

Cwts.  44,689,000 

IOO 

55S. 

IOO 

1875-79 
1880-84 
1883-89 
I  890-94 
1895-96 

59,625,000 
70,898,000 
72,144,000 
84,284,000 
95,732,000 

133 
159 
l6l 
188 
214 

47s.  8d. 
42s.  5d. 
31s.  7d. 
29s.  8d. 
14s.  7d. 

89 
76 

58 

54 
45 

With  the  year  1844  there  ended  the  so-called  "protective," 
but  really  preventive,  period  of  British  trade,  thereafter  foreign 
wheat  and  other  food-products  being  admitted  free.  The  im- 
mediate consequence  of  this  freedom  was  an  increasing  inrush 
of  foreign  food-products,  the  imports  of  wheat  and  flour  alone 
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quintupling  in  thirty  years  ( 1 845-74).  Not  unreasonably  it  was 
expected  that  such  an  increase  in  foreign  food  imports  would 
cause  a  decrease  in  home  food-prices.  But  it  did  nothing  of 
the  kind,  mainly  because  these  foreign  food-products  did  not 
enter  Great  Britain  to  compete  for  British  money  units,  which 
having  then  no  currency  abroad  were  useless  to  foreign  food- 
producers,  but  to  pay  for  British  manufactures  which  had  been 
purchased  abroad  by  these  food-producers.  Consequently  the 
effect  of  these  increased  imports  of  food  was  not  to  lower  the 
level  of  British  food -prices,  but  to  raise  the  rate  of  British 
wages,  which  is  the  proper  and  only  effect  such  imports  always 
should  have.  Thus  throughout  the  thirty  years  during  which 
genuine  Free  Trade  lasted  in  Great  Britain,  although  there  were 
enormously  increased  imports  of  food-products  there  was  practi- 
cally no  fall  in  food  prices.  For  the  average  price  of  wheat  in 
1 870-74  was  only  5  per  cent,  below  its  price  in  1 840-44,  although 
the  imports  had  grown  from  a  yearly  average  of  but  9,000,000 
cvvts.  in  the  former  period  to  one  of  nearly  45,000,000  in  the 
latter. 

Thus  genuine  Free  Trade  brought  nothing  but  gain  to  Great 
Britain,  since  it  did  no  injury  to  the  agricultural  class,  whilst 
enormously  benefiting  the  manufacturing  and  commercial 
classes. 

But  genuine  Free  Trade  ceased  for  Great  Britain  in  the  year 
1874,  not  through  any  action  of  hers,  but  through  that  of 
other  nations  ;  for  about,  and  subsequent  to,  that  year  many 
of  these  adopted  as  their  own  the  legal  money  units  of  Great 
Britain,  and  by  so  doing  put  a  stop,  as  regards  Great  Britain, 
to  the  free  exchange  of  British  and  foreign  labour-products, 
and  substiti.ted  for  this  free  exchange  a  forced  competition 
for  a  common  money  unit.  In  such  a  competition  the 
advantage  necessarily  lay  with  the  poorer  nations,  who  now 
poured  their  surplus  food-products  into  British  markets  as 
competitors  for  British  money  units,  being  well  content  to 
accept  prices  which  have  fallen  increasingly  below  the  Free 
Trade  average  of  the  previous  thirty  years. 

In  contrast,  then,  with  the  stability  in  food-prices  maintained 
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under  a  national  currency  during  the  passage  of  Free  Trade  in 
face    of  a    quintupled    import    of    food-products,    we    see    a 
continuous  and  rapid  fall  of  more  than  50  per  cent,  in  such 
prices  under  an  international  currency  in  face  of  an  import  of 
food-products  little  more  than  doubled  since  1874. 

Nor  under  a  continuance  of  these  same  conditions  is  it 
possible  to  see  any  limit  to  this  fall  in  prices,  since  now  for 
the  first  time  in  his  existence  the  British  farmer,  when  seeking 
to  pay  his  debts,  make  his  purchases,  or  add  to  his  deposits,  is 
forced  to  compete  for  the  national  food-tokens  through  which 
alone  he  can  perform  any  one  of  these  operations,  not  merely 
as  hitherto  with  the  comparatively  small  number  of  his  own 
well  -  to  -  do  neighbours  and  countrymen,  but  with  the 
pauperised  millions  of  the  East  (of  Russia,  Roumania, 
Hungary,  Turkey)  and  the  machine-raised  products  of  the 
West  (of  the  States,  of  Canada,  of  Argentine).  In  both  of 
which  regions  money  units  being  scarce,  sometimes  scarcely 
known,  prices  are  often  almost  nominal,  so  that  the  rates  for 
even  refuse  grain  in  British  markets  represent  money  returns 
beyond  the  wildest  hope  of  steppe  and  prairie. 

Necessarily,  then,  the  importers  of  these  foreign  food- 
products,  obtained  abroad  at  an  almost  nominal  cost  in 
British  money  units,  can  afford  to  sell  them  in  British  markets 
at  prices  falling  constantly  further  below  the  normal  level  for 
fifty  years  of  British  food-prices.  But  these  continually  falling 
prices  have  for  British  fanners  under  fixed  money  rents  no  other 
meaning  than  increasingly  falsified  produce  contracts,  since  they 
have  to  accept  constantly  fewer  food-tokens  for  the  same 
quantities  of  food-products,  while  still  required  by  the  Law  to 
pay  the  same  number  as  before  in  discharge  of  what  has  long 
ceased  to  be  the  same  debt.  Necessarily  increasing  numbers 
of  farmers  are  ruined  by  this  process,  which  it  is  sheer 
ignorance  to  speak  or  think  of  as  a  "  natural  "  one,  while  to 
condole  with  the  agricultural  class  as  though  smitten  with 
some  strange  and  incurable  disease,  to  recommend  them  to 
adapt  themselves  to  the  altered  circumstances  of  food-pro- 
duction,   is    merely    to    add    insult   to    injury.     The    process 
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itself  we  can  now  see  is  a  purely  artificial  one.  The  only 
disease  British  agriculturists  are  suffering  from  is  a  falsifica- 
tion of  the  measures  or  tokens  giving  expression  to  their  produce 
contracts.  The  only  recommendation  of  the  slightest  practical 
value  is  that  the  Government,  whose  ignorant  apathy  has 
oermitted  this  falsification,  shall  awaken  to  a  sense  of  its 
duties  and  repair  its  error.  How  great  this  falsification  has 
been  and  how  serious,  therefore,  the  error  to  be  repaired,  may 
be  realised  by  turning  to  Table  XXI.,  where  it  is  shown  that 
during  the  fifty  years  (1820- 1874)  the  value  of  the  British 
pound  remained  almost  constant  at  three  bushels  of  wheat, 
whereas  between  1874  and  1896  it  rose  continuously  to  seven 
bushels.  In  other  words,  the  farmer,  who  between  1820  and 
1874  had  to  raise  three  bushels  of  wheat  or  their  equivalents 
in  other  products  to  pay  each  pound  of  money  debt,  had  in 
1896  to  raise  seven  bushels  or  their  equivalent  to  pay  what 
the  Law  falsely  held  to  be  the  same  debt. 

Perhaps  the  most  ancient  form  of  civilised  oppression  is  the 
falsification  of  weights  and  measures  against  the  debtor  or  the 
buyer.  Fifteen  centuries  before  Christ,  Moses,  mindful 
doubtless  of  Egyptian  practices  and  their  consequences, 
denounced  this  injustice  in  the  most  solemn  terms.  "Thou 
shalt  not  have  in  thy  bag  divers  weights  a  great  and  a  small. 
Thou  shalt  not  have  in  thy  house  divers  measures  a  great  and 
a  small.  But  thou  shalt  have  a  perfect  and  just  weight,  a 
perfect  and  just  measure  shalt  thou  have,  that  thy  days  may 
be  lengthened  in  the  land  which  the  Lord  thy  God  giveth 
thee  "  (Deut.  xxv.  13-15) ;  while  one  thousand  years  later  the 
Prophet  Amos  thundered  against  the  rich  men  of  Israel  for 
"  making  the  ephah  small  and  the  shekel  great,  and  falsifying 
the  balance  by  deceit."  And  no  nation  can  endure  that 
permits  such  a  practice,  for  the  very  simple  and  sufficient 
reason  that  profitable  cultivation  of  the  ground  is  impossible 
where  it  exists.  So  that  a  certain  proof  as  well  as  an  in- 
variable consequence  of  its  prevalence  is  a  decrease  in  face  of  a 
growing  population  in  the  area  of  land  devoted  to  producing  the 
staple  food  of  the  people,   and    consequently  their   increasing 
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dependence  for  existence  upon  alien  and  ultimately  hostile 
populations. 

That  ignorance,  so  long  as  it  lasts,  is  not  less  fatal  in  this 
respect  than  rapacity,  appears  from  Table  XXIV.,  which  ex- 
hibits the  area  of  wheat  cultivation  in  the  British  Isles  before 
the  falsification  of  the  national  food-tokens  and  since,  reduced 
in  much  the  same  way  as  if  the  country  had  in  the  meantime 
been  delivered  over  to  the  tender  mercies  of  a  horde  of 
Turkish  pashas. 

Taking  as  our  standard  the  year  1872,  when  first  the  effect 
of  internationally  in  her  food-tokens  began  to  be  felt  in 
Great  Britain,  this  Table  shows  that  in  the  six  years  prior  to 
1872,  while  the  population  increased  by  6  per  cent.,  or  at  the 
rate  of  1  per  cent,  a  year,  the  area  devoted  to  the  production 
of  its  staple  food,  wheat,  increased  by  14  per  cent.,  or  at  the 
rate  of  over  2  per  cent,  a  year.  But  that  in  the  twenty-three 
years  subsequent  to  1872,  while  the  population  continued  to 
increase  at  the  same  rate,  viz.,  1  per  cent,  a  year,  or  23  per 
cent,  for  the  whole  period,  the  area  devoted  to  the  production 
of  its  staple  food  decreased  by  62  per  cent.,  or  at  the  rate  of 
27  per  cent,  a  year.  In  other  words,  to  raise,  the  staple  food  of 
the  people  is  becoming  increasingly  impossible  in  Great  Britain, 
owing  to  the  continuous  falsification  of  the  standard  by  which 
the  farmers'  debts  are  measured,  brought  about  by  the  new, 
disastrous,  and  artificial,  but  wholly  preventible  competition 
for  British  food-tokens  which  their  partial  internationalisation 
in  1872  first  made  possible. 

Agriculture  being  of  necessity  the  widest-spread  industry 
in  the  world,  when  we  see  the  consequences  to  British  farmers 
of  being  compelled  to  compete  for  money  units  with  the  im- 
poverished peasantry  of  Europe,  and  the  machine-raised 
products  of  America,  through  the  use  of  a  food-token,  become 
partially  international,  what  is  likely  to  be  their  fate  if  further 
compelled  to  compete  for  money  units  with  the  countless  millions 
of  Asia,  through  the  adoption  of  a  food- token  become  universally 
international,  such  as  Bi-metallists  desire  ? 

Under  a  world-wide  monetary   unit,   indeed,    British   agri- 
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culture,  already  sorely  stricken,  would  be  hopelessly  doomed, 
seeing  that  no  industry  or  intelligence  on  the  part  of  British 
farmers  could  enable  them  to  support  the  burthen  of  a  com- 
petition for  prices  extending  yearly  to  ever  poorer  com- 
petitors. 

It  should  now  be  clear  that  the  consequences  to  Great 
Britain  of  the  adoption  by  poorer  nations  as  their  own  of  her 
money  unit  is  to  convert  commercial  transactions  between 
them  into  a  game  of  "  Misery,"  in  which  "  Poverty,"  being 
"  made  trumps,"  they,  from  the  economic  necessities  of  the 
situation,  are  always  sure  of  holding  winning  hands. 

It  should,  therefore,  easily  be  seen  how,  in  a  competition 
conducted  on  these  lines,  success  for  the  well-to-do  British 
merchant,  manufacturer,  and  farmer  becomes  more  and  more 
difficult  of  attainment,  since  there  is  no  depth  of  "  cheapness  " 
which  they  can  sound  ;  but  below  it  will  be  unfathomed  gulfs 
of  foreign  poverty,  only  waiting  to  be  tapped  by  the  artesian 
tube  of  improved  communication.  Necessarily,  in  such  a 
competition  British  agriculturists  come  off  worst  of  all,  for, 
while  the  least-advanced  nations  produce  no  manufactures 
for  export,  and  so  do  not  compete  with  the  British  wage- 
earner,  there  is  no  country  so  poor  but  can  produce  some  surplus 
of  food,  involving  often  no  expenditure  of  money  at  all,  which 
food  may  yet  come  into  competition  with  British  food-pro- 
ducts raised  on  land  paying  a  high  money  rent,  by  labourers 
receiving  large  money  wages,  and  supporting  a  Government 
which  levies  large  money  taxes.  The  wider,  therefore,  the 
area  of  internationalism  in  money,  the  poorer  will  be  the 
throngs  of  foreign  food-producers,  and  the  "  cheaper "  the 
floods  of  foreign  food,  with  which  British  farmers  will  be 
forced  to  compete.  In  such  a  contest  it  is  evident  that 
"  poverty  "  must  win,  which  means  that  presently  the  cultiva- 
tion of  grain  in  Great  Britain  must  cease,  such  farmers  as  are 
left  being  forced  to  depend  more  and  more  upon  the  ex- 
clusive production  of  such  perishable  articles  as  are  properly 
the  mere  accessories  and  accompaniments  of  prosperous  national 
agriculture,  such  as  milk,  butter,  eggs,  vegetables,  fruit,  etc., 
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while  even  from  the  successful  raising  of  these  make-shifts  for 
staple  food-products,  they  would  be  increasingly  debarred  as 
science  discovered  new  and  cheaper  means  of  preventing 
putrifaction,  and  thus  gradually  annihilated  the  still  protect- 
ing influences  of  time  and  space. 

We  can  thus  see  that  every  step  taken  away  from  a  purely 
national  currency,  and  towards  that  universal  internationality 
in  money  which  modern  bankers  and  money-lenders  set  up  as 
the   Mecca  of  monetary  reform,  does  but  compel   a  wider, 
keener,    and    more    disastrous    competition   for   money   units 
between  British  and  foreign  agriculturists,  manufacturers,  and 
merchants,  which  must  prove  increasingly  fatal  to  the  former. 
While,  when  we  realise,  as  we  should  now  be  able  to  do,  that 
the  money  units  for  which  Britons  compete  are  not  really  of  the 
same  nature  and  substance  as  those  for  which  foreigners  compete 
and  remove  from  the  country,  but  that  they  merely  pretend  to 
be  the  same,  then  we  can  perceive  that  the  national  prosperity 
is  being  sacrificed  to  a  lie,  to  the  making  appear  a  fact  what 
has  long  been  a  fiction,  viz.,  the  convertibility  of  British  bank 
pounds  into  legal  pounds.     Nothing,  indeed,  but  the  heavy 
tax  levied  intermittently  upon  British  merchants  in  the  form 
of  raised  "discounts"  has  prevented  this  fiction  from  being 
long   ago   recognised   for  the   falsehood   it   is  ;   or  even   now 
secures  to  foreign  merchants  through  the  Bank  of  England, 
the,  for  Great  Britain,  disastrous  privilege  of  taking  payment 
for  their  imports  in  British  legal  pounds,  should  the  removal 
of  these  yield  them  larger  profits  at  home  than  that  of  British 
manufactures.     It  is,  indeed,  nothing  but  the  pretended  con- 
vertibility of  British  bank  pounds  into  the  legal  pounds  which 
poorer    nations  have   now  practically  adopted   as   their  own 
money  unit  that  prevents  a  continuance  of  that  genuine  Free 
Trade  which,  during  its  brief  life  of  thirty  years,  proved   so 
eminently  beneficial  to  Great  Britain.     Once,  therefore,  it  is 
recognised  that  such  convertibility  is  as  impossible  as,  if  pos- 
sible, it  would   be  injurious,  and  the  removal   of  the  present 
baneful    "internationality"   from    her   currency  becomes   tin- 
simplest  thing  in  the  world  ;  while  such  removal  would  rapidly 
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restore  to  Great  Britain  her  now  lost  commercial  freedom  and 
her  fast-vanishing  commercial  supremacy. 

From  the  facts  set  forth  in  this  chapter  we  must  now  con- 
clude that  the  adoption  as  their  own  by  poorer  nations  of  the 
legal  money  unit  of  Great  Britain  (for  their  adoption  of  fixed 
weights  of  the  same  material  amounts  to  practically  the  same 
thing)  has  proved  disastrous  to  British  manufacture  and  trade. 
But  from  the  facts  set  forth  in  the  previous  chapter,  we  were 
forced  to  conclude  that  the  legal  money  units  of  Great  Britain 
constitute  no  more  than  one-tenth  of  all  the  money  units  in 
use,  the  remaining  nine-tenths,  although  pretending  to  be  legal 
money  units,  being  wholly  illegal,  both  as  to  their  origin  and 
as  to  their  nature.  We  will  now  proceed  to  learn,  therefore  : 
(1)  What  is  the  origin  of  these  illegal  money  units?  (2) 
What  is  the  economic  principle  upon  which  they  are  created  ? 
(3)  What  are  the  evils  inseparable  from  their  origin  and  their 
principle  ? 


CHAPTER  VIII 

THE   TOKEN   CURRENCY    OF   GREAT    BRITAIN— HOW   IT 

HAS   BEEN    CREATED 

IN  dealing  with  this  part  of  my  subject  I  shall  be  compelled 
to  use   such   terms   in   defining  actions   as    alone    accurately 
classify  them  economically.     But  in  doing  this,  I  expressly 
repudiate  the  slightest  intention  of  extending  these  terms  to 
the  persons  performing  the  actions.     For  example,  the  economic 
principle  upon  which  slavery  rests,  and  which  ensures  the  ulti- 
mate failure  of  every  society  built  upon  it,  is  theft.     For  in 
pure    economics    "  theft "   is    the    taking    away   from   anyone 
against   their  will,  and  without  adequate  compensation,  the 
products  of  their  labour  or  their  property.     But  to  call  or  even 
think  of  all   slave-owners   as   "thieves"   is   merely   to   abuse 
language,  since  slave-owners  may  be,  and  constantly  are  and 
were,    men    of  just    as    strict    honour   and  integrity  as  non- 
slave-owners.     The  obvious  cause  of  this  discrepancy  is  that 
the  applicability  of  names  to  classes  of  individuals  is  deter- 
mined   by    local    and    contemporary    opinion,   whereas    their 
applicability  to  classes  of  actions  is  determined  by  universal 
and  eternal  principles.     It  is  particularly  necessary  to  bear 
this  distinction  in  mind  when  considering  the  present  chapter, 
since  to  describe  by  names  which  honest  men  disdain  actions 
which     contemporary    opinion     not     merely    condones     but 
encourages  honest  men  to  commit,  is  to  run   the  risk  of  so 
exciting   personal    feelings    as    to   make   it    hopeless    to    win 
intellectual   assent.        And   yet    I    know    no    other    way    of 
making  economic  actions  clear  than  to  describe  them  by  their 
real  names,  seeing  that  such  actions  produce  their  specific  effects 
quite  independently  of  the  attitude   taken   up  by  contemporary 

opinion  respecting  them. 
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Having  now  learnt  (1)  the  Legal  and  (2)  the  actual  com- 
position of  the  British  currency,  and  how  widely  this  latter 
has  departed  from  the  f.  rmer,  we  will  here  briefly  show  how 
this  departure  was  made  first  possible  and  then  inevitable 
by :- 

(1)  The  increasing  demand  in  a  progressive  community  for 
public  banks  as  "safes"  for  private  deposits. 

(2)  The  increasing  acceptance  amongst  bank  depositors  of 
private  cheques  as  representing  public  money. 

(3)  The  increasing  demand  amongst  multiplying  merchants 
for  larger  advances  from  money-brokers. 

(4)  The  undertaking  of  the  public  function  of  money 
banking  by  private  money-brokers. 

1.  So  long  as  a  state  of  universal  distrust  exists  in  any 
community,  each  man  who  accumulates  hoards  or  deposits  of 
money  has  to  safeguard  them  himself  in  the  best  way  he  can, 
necessarily  exposing  himself  to  great  personal  risk  in  doing 
so,  and  to  yet  greater  personal  inconvenience.  In  such  a 
society  every  man  is  his  own  banker,  and  all  money  that 
passes  is  strictly  legal  money,  since  no  other  will  be  accepted. 
To  the  hoarders  or  depositors  of  such  a  community,  it  is  plain 
how  great  must  be  the  relief  brought  by  the  eventual  and 
inevitable  creation  of  public  banks  for  the  safe  keeping  of 
private  deposits,  the  extent  of  such  relief  increasing  with 
the  confidence  of  depositors  in  the  good  faith  and  stability  of 
the  Banks,  and  the  consequent  increase  in  the  use  they  make 
of  them. 

Of  these  Banks  the  economic  function,  no  matter  who  has 
charge  of  them,  is  always  and  everywhere  the  same.  They 
supply  public  safes  for  the  security  of  private  deposits.  The 
growth  of  confidence,  of  which  Banks  are  an  early  product, 
merely  enabling  a  public  institution  to  provide  with  ease  for 
private  individuals  what  hitherto  each  individual  has  had  to 
provide  with  difficulty  for  himself. 

2.  As  soon  as  private  deposits  are  placed  for  safe  keeping 
in  public  banks,  a  necessary  and  convenient  accompaniment 


The   Token  Ctirrency  of  Great  Britain       249 

of  "  lodgment  "  is  the  use  of  private  "  cheques  "  for  their  with- 
drawal ;  which  cheques  are  merely  written  orders  to  the 
banker  directing  him  to  pay  to  named  individuals  part  or  all 
of  the  deposits  held  by  him  at  the  disposal  of  the  cheque 
drawer.  The  use  of  private  cheques,  therefore,  merely 
enables  that  to  be  done  conveniently  by  deputy  which  before 
depositors  had  to  do  inconveniently  in  person.  Rightly  used, 
therefore,  private  "  cheques  "  do  not  add  a  single  pound  to  the 
volume  of  the  public  currency. 

When  the  number  of  bank  depositors  is  few,  as  is 
necessarily  the  case  at  the  first  instituting  of  Banks,  nearly  all 
cheques  drawn  are  payable  to  non-bank  depositors,  who  at 
once  present  them  for  payment,  and  receive  the  number  of 
legal  money  units  named  on  their  face.  But  as  the  number  of 
bank  depositors  increases,  as  it  rapidly  does  wherever  life  and 
property  are  secure,  so  does  the  proportion  of  cheques  drawn 
in  their  favour,  until  at  length  we  reach  the  present  state  of 
things  in  which,  in  Great  Britain,  only  about  1  per  cent,  of  all 
cheques  are  payable  to  non-bank  depositors,  the  other  99  per 
cent,  being  payable  to  bank  depositors. 

But  the  treatment  of  cheques  by  these  two  classes  is  quite 
different.  For  the  former,  as  just  stated,  always  present  their 
cheques  for  payment,  and  receive  legal  money  units  for  them, 
whereas  the  latter  hardly  ever  do,  lodging  them  instead  in 
their  own  bank  as  deposits  of  money,  and  throwing  upon  their 
bankers  the  onus  of  actual  collection. 

At  first  bankers  did  obtain  payment  for  the  cheques  thus 
"  lodged,"  but  as  the  number  of  cheques  increased  it  was 
found  more  convenient  to  send  them  to  a  central  institution, 
or  <;  Clearing  House,"  where  each  Bank  is  credited  with  the 
cheques  they  pay  in  and  debited  with  those  drawn  upon  them, 
the  balances,  periodically  struck,  being  in  their  turn  settled 
by  the  indebted  Banker's  cheque  on  a  common  central  Bank. 
None  of  these  operations  however,  no  matter  how  multiplied  or 
intricate  they  become,  affect  the  nature  or  the  volume  0/  the 
currency,  so  long  as  the  deposits  of  legal  money  upon  which 
the    cheques    are    drawn    actually  exist.       For    in    this    case 


250  The  Science  of  Civilisation 

the  transfer  of  such  money  by  cheque  differs  in  nothing 
but  convenience  from  its  transfer  by  hand.  True  Banks, 
therefore,  no  matter  how  numerous  they  become,  and  true 
cheques  no  matter  how  enormously  increased  their  use, 
produce  absolutely  no  effect  upon  the  volume  and  nature  of 
the  currency ;  perhaps  none  even  upon  the  volume  of  the 
circulation,  seeing  that  the  increasing  facilities  which  cheques 
provide  for  the  expenditure  of  deposits,  i.e.,  their  restoration 
to  the  circulation,  are  probably  counter-balanced  by  the 
increasing  facilities  which  Banks  offer  for  their  accumulation, 
i.e.,  their  withdrawal  from  it. 

3.  As  the  number  of  any  country's  merchants  multiply, 
and  the  volume  of  their  transactions  increase,  competition 
amongst  them  for  custom  compels  a  continuous  reduction  in 
the  rate  of  profit.  To  prevent  this  reduction  injuriously 
affecting  their  incomes,  merchants  must  increase  the  number 
of  their  sales — that  is,  they  must  sell  more  stock  when  profits 
are  smaller  than  they  had  to  do  when  they  were  larger.  But 
if  more  stock  has  to  be  sold,  it  must  first  be  bought,  and  this 
involves  a  continuous  increase  in  the  volume  of  merchants'  in- 
vestments in  order  to  obtain  the  same  annual  return  in  profits. 
As  merchants  themselves,  however,  seldom  own  large  unused 
sums  of  money,  they  must  borrow  them  as  required  from  those 
who  do,  i.e.,  from  such  Depositors  as,  induced  by  the  proffer 
of  attractive  dividends,  are  willing  to  become  Investors,  and 
take  a  share  in  the  risks  of  trade  in  order  to  secure  some  of 
its  profits. 

An  increasing  demand  for  deposits  amongst  merchants  is 
thus  an  inseparable  accompaniment  of  commercial  and  therefore 
of  industrial  progress.  Indeed,  there  cannot  be  continuous 
development  either  in  trade  or  in  the  manufactures  which  it 
sells  unless  this  demand  be  supplied.  But  the  deposits  thus 
required  by  merchants  are  owned  only  by  Depositors,  who, 
however  willing  to  invest  their  money,  know  nothing  probably 
either  of  merchants  or  of  trade.  These,  therefore,  are  forced 
to  entrust  such  deposits  as  they  wish  to  invest  to  reputable 
Money- Brokers,   who,   knowing   both   merchants    and    trade, 
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guarantee  the   character  of  the  borrowers  for  the  sake  of  a 
"commission"  upon  the  sum  invested. 

Thus  merchants  as  a  class  can  obtain  the  increasing  sums 
of  money  they  require  only  from  Investors  through  the  inter- 
vention of  Money-brokers,  by  paying  to  these  last  the  full  rate 
of  dividend  current  for  the  business  they  offer,  which  rate, 
less  their  own  commission,  Money-brokers  pay  over  to  In- 
vestors. Should  Money-brokers  prefer,  however,  to  guarantee 
a  low  fixed  rate  to  Investors  while  themselves  taking  the  risk 
of  obtaining  higher  varying  rates  from  Merchants,  such  guar- 
antee in  no  way  alters  the  permanent  economic  relation  of 
lender,  agent,  and  borrower.  Whatever,  then,  the  details  of 
the  Money-broker's  arrangement,  it  is  plain  that  his  interven- 
tion between  Merchant  and  Investor  produces  legitimately  not 
the  slightest  effect  upon  the  volume  of  the  currency  or  its 
nature,  seeing  that  every  pound  not  owned  by  himself  that  he 
advances  to  merchants  must  first  have  been  entrusted  to  him 
for  this  purpose  by  intending  Investors. 

4.  We  have  already  learnt  in  the  first  part  of  this  treatise 
that  the  provision  of  public  Banks  is  one  of  the  primary  and 
imperative  duties  of  ever)'  civilised  State,  simply  because 
they'  are  of  common  and  universal  need,  and  no  authority 
other  than  the  State  is  capable  of  providing  them  without 
eventual  injury  to  the  whole  community.  Wherever,  there- 
fore, the  State  neglects  or  refuses  to  provide  Banks  to  the 
common  benefit,  private  individuals  or  associations  will 
invariably  do  so  to,  ultimately,  the  common  injury. 

Now,  those  individuals  who  thus  undertake  this  neglected 
function  of  the  State  belong  invariably  to  one  class,  that 
whose  business  has  already  secured  for  them  a  reputation  for 
handling  and  safeguarding  large  sums  of  money  for  investment, 
the  class  of  Money-brokers  whose  specific  function  it  is  to  act 
as  intermediaries  between  those  Depositors  who  wish  to  obtain 
dividends  by  investing  their  deposits  with  Merchants, and  those 
Merchants  who  wish  to  maintain  or  increase  their  po>lits  by 
selling  larger  quantities  of  stock  to  customers.  Thus  the 
neglect  of  the   State  t<>  provide   public    Banks   for   the  sale 
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keeping  of  private  deposits,  or,  as  was  the  case  in  England 
under  Charles  II.,  the  embezzlement  by  the  Crown  of  what- 
ever hoards  were  placed  in  its  custody,  ensures  the  under- 
taking of  this  function  by  Money-brokers,  and  the  consequent 
amalgamation  of 'the  civilised  and  indispensable  function  of  public 
money  banking  with  the  equally  civilised  and  indispensable 
function  of  private  money  broking,  which  distinct  functions, 
although  equally  essential  to  the  progress  of  every  civilised 
State,  cannot  possibly  be  faithfully  discharged  by  one  and  the 
same  person,  as  will  appear  from  the  account  which  follows  of 
the  origin  and  growth  of  "  Modern  Banking." 

In  asking  consideration  for  the  rest  of  this  chapter  I  cannot 
too  emphatically  insist  upon  the  economic  fact  that  the 
specific  function  of  Money-brokers,  no  matter  what  subsidiary 
or  additional  function  they  may  undertake,  is  the  advancing 
of  hoards  to  Merchants  on  behalf  of  Depositors  desiring  divi- 
dends. The  payment  of  dividends  to  Investors  is  therefore  an 
inseparable  accompaniment  of  all  legitimate  advances  made 
by  Money-brokers,  their  own  remuneration  being  always  a 
commission  on — that  is,  a  deduction  from — the  dividends  thus 
obtained  for  their  clients.  Money-brokers,  therefore,  have  no 
legitimate  means  of  making  advances  to  Merchants  save  through 
the  payment  of  dividends  to  Investors ;  while  the  rate  of  divi- 
dends thus  paid  regulates,  as  by  a  sluice  gate,  the  flow  of 
money  to  commerce.  Necessarily,  therefore,  whatever  arti- 
ficially and  illegitimately  reduces  this  rate  either  keeps  large 
deposits  idle  that  would  otherwise  be  invested  with  Merchants, 
or  else  diverts  to  other  and  illegitimate  investments  money 
that  should  be  employed  in  trade. 

We  have  now  reached  a  condition  of  things  in  which  we 
find  (1)  Money-brokers,  whose  proper  business  is  to  make 
advances  to  Merchants  on  behalf  of  Investors,  entrusted  with 
increasing  hoards  for  safe-keeping  by  Depositors.  (2)  Mer- 
chants, whose  rate  of  profits  is  constantly  falling,  making 
increasing  demands  on  Money-brokers  for  advances.  What 
more  natural,  what  more  inevitable,  then,  than  that  the  hoards 
thus   entrusted  to    them    as  Bankers  for  safe-keeping,  should 
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be  advanced  by  them  as  Brokers  for  dividends.  Since  by 
making  such  advances  for  short  terms  only,  and  against  realis- 
able securities,  they  do  not  seemingly  injure  the  Depositors 
owning  them,  who  k?iow  nothing  of  the  transaction,  while  greatly 
benefiting  themselves  and,  apparently,  merchants  as  well. 
Accordingly  Banking  Brokers  invariably  advance  as  Brokers 
the  deposits  which  they  receive  as  Bankers,  retaining  in  their 
safes,  out  of  all  those  entrusted  to  them  for  safe-keeping,  only 
sufficient  to  meet  the  normal  and  minute  withdrawals  of 
Depositors.  Since  it  is  upon  the  right  to  make  this  use  of  idle 
deposits  that  the  "science"  of  Modern  Banking  is  founded,  it 
is  of  vital  importance  to  clearly  understand  its  true  economic 
nature,  and  attach  to  it  the  only  name  that  accurately 
classifies  it. 

There  cannot  be  a  doubt  that  the  intention  of  the  highly- 
civilised  depositor,  when  placing  his  hoard  in  a  public  Bank, 
is  absolutely  identical  with  the  intention  of  the  less  civilised 
depositor  when  placing  his  in  a  private  hiding-place,  the 
preference  of  the  former  for  the  Bank  being  solely  due  to  his 
belief  (i)  in  its  greater  security;  (2)  in  its  greater  convenience. 

Equally  certain  is  it  that  the  public  Bank  promises  to  pro- 
vide for  the  civilised  depositor  not  merely  all  that  his  private 
hiding-place  does  for  the  uncivilised  depositor,  but  a  great 
deal  more,  the  "more"  including  (1)  complete  freedom  from 
the  danger  of  being  robbed  ;  (2)  increased  facilities  for  the 
disposal  of  his  deposits.  The  public  Hank  therefore  promises 
to  add  much  to  what  the  less  civilised  depositor  already  enjoys, 
without  taking  anything  away.  And  these  promises  would  be 
literally  fulfilled  by  State  Banks,  simply  because,  as  we  shall 
subsequently  iearn,  it  would  be  to  the  direct  interest  of  the 
State  to  fulfil  them  ;  whereas  they  can  never  be  so  fulfilled  by 
Banking  Brokers,  simply  because  it  is  to  their  direct  interest  to 
violate  them.  For  no  sooner  are  deposits  placed  for  security 
in  the  safes  of  Brokers  acting  as  flankers  than  they  arc 
straightway  risked  by  Bankers  acting  as  Brokers  for  the 
acquisition  of  ga.n,  in  which  the  owners  oi  the  deposits  either 
do  not  share  at  all,  or  not  to  any  adequate  extent.      What 
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otlicr  name,  then,  accurately  classifies  the  advance  by  Banking 
Brokers  to  merchants  of  hoards  entrusted  to  them  for  safe-keep- 
ing by  Depositors  but  "  Breach  of  Trust"  or  "  Embezzlement  ?  " 

It  will  be  said,  however,  that  Depositors,  when  entrusting 
their  hoards  to  Banking  Brokers,  know  that  these  will  invest 
them.  To  which  the  answer  is  (i)  That  the  owners  of  hoards 
have  at  present  no  choice  between  entrusting  them  to  Banking 
Brokers  at  the  risk  of  these  failing,  and  keeping  them  at  home 
at  the  risk  of  being  murdered,  and  that  they  choose  the  lesser 
risk  of  the  two.  (2)  That  the  great  majority  of  Depositors  do 
believe  that  their  deposits  remain  in  Banks  ready  to  be  paid 
on  demand.  How  otherwise  account  for  their  rush  to  Banks 
in  times  of  panic,  and  their  execration  of  the  Bankers  who  fail 
to  meet  the  demand  for  withdrawals.  Did  they  know  that 
their  deposits  were  invested  and  sanction  it,  they  could  not 
expect  to  withdraw  them  on  demand. 

Gloss  over  the  unpleasant  fact  as  one  may,  there  is  no  doubt 
that  Bankers  profess  to  be  able  to  do  always  what  the  public 
require  them  to  do  sometimes,  viz.,  repay  all  deposits  on 
demand,  and  that  their  necessary  failure  to  meet  this  demand 
results  from  the  breach  of  trust  placed  in  them  as  Bankers, 
which  breach,  however  sanctioned  by  contemporary  thought 
and  sanctified  by  contemporary  laws,  remains  none  the  less  an 
economic  crime,  entailing  upon  the  community  permitting  it 
the  inevitable  economic  penalties  of  such  crime. 

So  anxious,  however,  are  men  to  appear  to  do  right,  no 
matter  how  illegitimate  their  actions,  that  the  systematic 
breach  of  trust,  which  is  the  foundation  of  Modern  "Banking," 
is  actually  raised  to  the  dignity  of  a  "science,"  supported 
by  a  complete  literature  explanatory  of  its  "  theories,"  its 
"  principles,"  and  its  "  practices " ;  while  to  secure  the 
protection  of  a  further  cloak  of  legitimacy  the  Banker  has 
obtained  legal  decisions  constituting  the  hoards  placed  in  his 
Bank  for  safe-keeping  his  own  personal  property,  nothing 
remaining  to  the  Depositor  but  a  legal  "claim"  against  the 
Banker.  This  decision  affects  to  place  the  Depositor  who 
lodges  hoards  in  a  bank  for  safe  keeping  in  the  same  position 
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as  the  [Merchant  who  "credits"  stock  to  an  agent  for  sale. 
But  these  two  actions,  apart  from  the  exhibition  of  confidence 
in  both  cases,  have  not  a  single  feature  in  common,  either  in 
economic  intention  or  in  economic  effect,  and  the  law 
confounds  them  solely  because  contemporary  class  opinion 
condones,  without  comprehending,  the  illegitimate  procedure 
of  Banking  Brokers. 

Thus  the  first  stage  in  the  development  of  Modern  Banking 
is  the  embezzlement  of  idle  deposits,  such  an  embezzlement 
being  an  inevitable  consequence  (1)  of  private  Money-brokers 
undertaking  the  State  function  of  money  banking,  (2)  of  the 
increasing  demands  made  upon  Money-brokers  for  larger 
advances  by  Merchants  ;  while  the  broad  effect  of  this 
embezzlement  is  (1)  to  artificially  raise  prices  through  the 
illegitimate  expenditure  of  deposits  meant  to  remain  idle  by 
their  owners,  (2)  to  artificially  lower  dividends  through  the 
illeg  timate  advance  of  deposits  for  which  Brokers  pay 
no:hing  to  Investors. 

The  second  step  in  this  "  Rake's  Progress "  is  a  not  less 
inevitable  consequence  of  the  increasing  acceptance  by 
multiplying  Bank  Depositors  of  bank  cheques  without  con- 
version into  legal  money.  For  such  acceptance  necessarily 
leaves  further  large  deposits  of  such  money  practically  idle, 
although  theoretically  in  circulation,  through  the  cheques 
drawn  against  them.  These  theoretically  circulating  deposits 
Banking  Brokers  soon  find  that  they  can  safely  confound 
with  those  that  are  really  idle,  a  discovery  which  further 
increases  their  illegitimate  "loanable  resources,"  and  pro- 
portionately raises  prices  above,  and  depresses  dividends 
below,  their  natural  level. 

Hut  it  does  much  more  than  this,  for  it  introduces  a  new 
factor  into  the  national  currency,  that  of  private  cheque 
money.  For  the  cheques  drawn  by  Depositors  against 
actual  deposits  of  legal  money  are  converted,  unknown  to 
them,  through  the  advance  of  those  deposits  to  Merchants, 
into  mere  issues  of  private  money  against  promises  to  repay 
these    advances;    that     is.    private    cheques,    from     truly     re- 
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presenting  public  money,  as  they  are  always  supposed  and 
ought  to  do,  henceforth  truly  represent  nothing  but  private 
debts,  which  misuse  of  cheques  it  may  be  seen,  while  an 
absolutely  unpreventable  consequence  of  the  embezzlement 
of  private  deposits  by  Banking  Brokers,  has  nothing  to  do 
with  their  legitimate  and  proper  use. 

The  third  and  last  step  in  Modern  Banking  is  as  inevitable 
a  development  from  the  second  step  as  the  second  is  from 
the  first.  For  the  grand  discovery  made  by  Banking  Brokers 
that  private  debts  can  be  coined  into  current  money,  and  it 
only  remains  for  them  to  boldly  create  unlimited  debts  in 
order  to  become  the  masters  of  boundless  sums  of  money. 
Accordingly  they  proceed  to  create  those  debts  by  crediting 
in  their  ledgers  to  multiplying  borrowers,  against  their 
promises  to  repay  legal  money,  wholly  fictitious  deposits, 
cheques  upon  which  drawn  by  the  "  borrowers  "  are  as  freely 
accepted  as  cheques  upon  real  deposits  drawn  by  Depositors, 
for  the  two  species  of  cheques  are  absolutely  indistinguishable 
from  each  other. 

When  this  step  is  reached  it  can  be  seen  that  the  "  loanable 
resources"  of  Banking  Brokers  have  become  practically 
unlimited.  For  their  loans  are  no  longer  restricted,  as 
economically  they  should  be,  to  such  sums  of  real  deposits  as 
are  entrusted  to  them  for  investment,  nor  even  to  such  sums 
of  real  deposits  as  they  obtain  through  embezzlement,  but 
now  extend  to  whatever  sums  of  fictitious  deposits  they 
choose  to  create  as  "  advances,"  their  power  to  create  such 
advances  knowing  no  other  limit  than  the  assumed  ability  of 
borroivers  to  repay  them. 

But  the  vast  majority  of  borrowers  from  Banks  only  seek 
for  advances  in  order  to  make  a  profit  upon  sales,  and  this 
they  cannot  do  unless  the  demand  amongst  customers  is 
strong  enough  to  yield  it.  As  the  demand  amongst  customers 
increases  therefore,  so  do  Merchants  and  others  apply  to 
Banks  for  advances  in  order  to  supply  this  demand.  While 
as  these  applications  for  advances  multiply,  so  do  Bankers 
manufacture  "  deposits  "  to  meet  them.     Hence  the  justness 
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of  the  conclusion  recently  drawn  by  an  able  writer1  on  this 
subject,  that  it  is  not  the  quantity  of  money  in  circulation 
that  determines  the  volume  of  business  done,  but  the  volume 
of  business  done  that  determines  the  quantity  of  money  in 
circulation — a  demand  for  goods  always  producing  a  supply 
of  money,  but  no  supply  of  money  being  capable  of  creating 
a  demand  for  goods,  which  present  fact,  and  the  conclusion 
drawn  from  it,  is  true,  of  course,  only  so  long  as  money  can  be 
manufactured  at  will  by  someone,  as  now  by  Bankers,  to  meet 
tlic  increasing  demand  for  it. 

Now,  all  the  borrowers  of  these  fictitious  deposits  promise 
to  repay,  and  make  themselves  liable  for,  legal  pounds.  But, 
necessarily,  they  are  wholly  incapable  of  fulfilling  such  pro- 
mises, seeing  that  legal  pounds  nowhere  exist  in  numbers 
sufficient  to  admit  of  their  doing  so.  Obviously,  therefore, 
the  continuous  repayment  of  their  '"advances"  by  bank 
debtors  is  absolutely  dependent  upon  the  continued  currency  as 
money  of  bank  cheques,  just  as  the  continued  currency  as 
money  of  bank  cheques  is  absolutely  dependent  upon  legal 
pounds  never  being  demanded  in  payment  for  them.  Thus 
the  "  Science  "  of  Modern  Banking,  which  begins  with  the 
systematic  embezzlement  and  circulation  of  private  deposits, 
ends  with  the  systematic  fabrication  and  issue  of  spurious 
money,  so  that  the  130,000,000  of  legal  pounds  now  cir- 
culating in  Great  Britain  outside  Banks  consist  of  nothing 
but  private  deposits  embezzled  by  Broking  Hankers,  not  a  single 
unit  of  zvhich  but  would  lie  idle  in  their  safes  did  they  faithfully 
discharge  their  function  as  bankers;  and  the  1,1/0,000,000  of 
Bank  deposits, upon  which  all  British  cheques  are  drawn,  consist 
of  nothing  but  ledger entries,  representing the  promise  of borrowers 
to  repay  legal  pounds,  not  existing  to  this  extent  in  the  whole  civil- 
ised world,  nor  to  any  extent  in  Great  Britain^  other  than  the 
130,000,000  already  in  use.  These  promises,  therefore,  are 
valid,  and  can  be  fulfilled,  no  matter  what  "  securities  "  support 
them,  only  so  long  as  legal  pounds  are  not  demanded,  and 

1  Mr.  T.  Lloyd  in  the  "Statist." 
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bank  cheques,  in  their  present  abundance,   continue  to   be 
freely  accepted  as  money. 

The  British  currency,  therefore,  which  by  the  law  consists 
of,  and  by  the  people  is  believed  to  be  convertible  into,  gold 
pounds,  has  long  since  ceased  to  have  any  stick  composition  or  to 
be  capable  of  any  such  conversion.     Instead,    it  has   become, 
through    the    ignorance    of  the    public,    the    apathy    of    the 
Government,  and   the   "Science"   of   Banking,  a  currency  of 
valueless  ledger  entries,  which  entries  represent  not  deposits  of 
gold,  as  they  pretend  to,  but  promises  by  debtors  to  make 
good  these  deposits.     But  these  promises,  incapable  of  fulfil- 
ment, in  fact,  seeing  that  there   is  not  gold   enough   in  the 
world  to  fulfil  them,  can  only  be  fulfilled  in  form  so  long  as 
cheques,  or  drafts  upon  the  ledger  entries,  are  freely  accepted 
as  equivalent  to  gold. 

Thus  from  being,  as  the  Law  still  maintains  it  is,  a  bar- 
barous currency  of  actual  equivalents,  the  only  kind  of  currency 
of  which  the  units  possess  intrinsic  value,  the  British  currency 
has  become  one  of  which  nine-tenths  of  the  units  do  not  possess 
even  corporeal  form.     They  can  neither  be  seen  nor  handled, 
but  have  become  identical  with  the  celebrated  but  imaginary 
"  Macutes  "   of  Mr.   Mill.     They  have  even   less   reality  and 
permanence  than  the  despised  paper  notes  of  more  backward 
countries,  for  such  notes  can  only  gradually  lose  their  value  and 
purchasing  power  through  causes  over  which  their  issuers  have 
complete  control,  whereas  the  ledger  entries  supporting  the 
cheque   currency  of  Great  Britain  are  liable  to  sudden  and 
complete  annihilation  through  causes  over  which  their  creators 
have   no  control  at  all,  for  any  sudden   increase   in  a  local 
demand  for  gold  may  annihilate  the  Banks  of  that  locality, 
and  with  them  such  part  of  the  cheque  currency  as  rests  upon 
their  ledger  entries,  while  any  general  increase  in  such  demand, 
the  result  of  commercial  or  political  panic,  may  annihilate  the 
whole  Banking  system  of  Great  Britain,  and  with  it  practi- 
cally the  entire  currency  of  the   country,  for  the  miserable 
130,000,000  of  legal  pounds  that  would  alone  remain  out  of 
the    present   grand   total    of    1,300,000,000   currency  pounds 
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would  be  useless  as  a  means  of  carrying  on  the  commercial 
and  industrial  life  of  the  country,  while  necessarily  the  cur- 
rency of  cheques  would  cease  directly  it  was  realised  that 
they  could  not  be  converted  into  legal  money. 

Of  all  possible  token  currencies,  therefore,  one  founded 
upon  personal  debts  is  the  most  dangerous  and  uncertain, 
seeing  that  its  continued  existence  depends  entirely  upon  the 
maintenance  unchanged  of  political  and  economic  conditions 
liable  at  any  moment  to  unforeseen  transformation  and  even 
catastrophes. 

Plainly,  then,  as  British  Banks  maintain  their  present 
existence  solely  on  condition  that  their  depositors  shall 
never  demand  what  alone  the  Lata  recognises  as  money,  while 
continuing  to  accept  what  the  Law  declares  not  to  be  money 
at  all,  the  vaunted  "  science  "  of  British  banking  reduces  itself 
practically  to  the  "  art "  of  deluding  depositors.  To  the  art,  that 
is,  of  making  as  large  advances  of  fictitious  deposits  as 
borrowers  can  profitably  employ  without  shaking  the  con- 
fidence of  genuine  depositors  in  their  bank's  ability  to  repay 
all  their  lodgments  in  gold.  But  this  same  <:  confidence  "  is 
not  less  artificial  than  the  system  it  supports,  for  it  has  been 
trained  to  look  not  to  the  ability  of  all  banks  to  pay  all  their 
liabilities  in  gold,  not  even  to  the  ability  of  each  depositor's 
own  bank  to  pay  its  liabilities  in  gold,  but  to  the  ability  of 
one  central  bank  in  which,  for  clearing-house  purposes,  all 
other  banks  make  small  lodgments,  to  pay  less  than  one-half 
of  its  liabilities  in  gold. 

So  long  as  this  modest  level  of  ability  is  maintained  by  this 
one  bank,  no  other  even  pretending  to  reach  such  a  financial 
height,  the  confidence  of  British  depositors  in  the  converti- 
bility of  all  their  cheques  remains  unshaken.  But  directly 
such  unique  ability  falls  seriously  below  this  standard,  an 
increasing  sense  of  uneasiness  develops  which  finds  speed}' 
expression  in  a  growing  demand  by  depositors  for  gold  at 
the  very  time  when  there  is  least  gold  available  for  them.  To 
prevent  this  demand  arising,  therefore,  or  check  it  when 
arisen,  becomes  obviously  a  question  of  life  or  death  for 
British  banks. 
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Now  there  is  but  one  way  of  effecting  this  purpose,  vis.,  by 
raising  the  rate  of  discount  for  commercial  bills,  i.e.,  the  rate 
of  dividends  charged  for  the  advance  of  fictitious  deposits  to 
merchants.  For  as  this  rate  rises  the  borrowings  of  mer- 
chants diminish,  and  their  outstanding  loans  are  repaid — 
always  in  cheques,  of  course — thus  reducing  the  liabilities  of 
all  banks.  While  in  entire  independence  of  such  repayments, 
gold,  under  normal  conditions,  flows  in  from  abroad  to  secure 
the  higher  dividends  or  loans  thus  temporarily  obtainable  in 
England,  and  so  again  fills  up  the  depleted  central  reserve. 
Thus  English  bankers  strive  to  attract  through  high  rates  of 
discount  what  foreign  governments  seek  to  compel  through 
high  rates  of  "duties,"  viz.,  an  increased  import  of  the 
valuable  material  of  their  legal  money  units.  But  high 
discounts  do  this  at  the  cost  of  diminishing  those  home 
purchases  of  home  manufactures  which  it  is  the  declared 
object  of  high  duties  to  increase.  Furthermore,  a  rise  in  the 
rate  of  discount  is  a  very  precarious  remedy,  creating  a 
danger  almost  as  great  as  that  it  seeks  to  remove.  For  each 
rise  cuts  away  the  borrowers'  margin  of  profit  in  an  increasing 
number  of  operations,  and  so  prevents  them  taking  place. 
As,  therefore,  the  bank  rates  rise  and  business  is  contracted, 
the  number  of  cheque  pounds  in  circulation  diminishes  and 
general  prices  fall,  while  an  increasing  number  of  borrowers, 
counting  on  stability  or  a  rise  in  prices,  are  unable  to  repay 
their  original  borrowings.  But  every  failure  of  a  bank  debtor 
to  repay  his  advances  lessens  the  probability  of  all  bank 
depositors  recovering  their  deposits.  Thus  there  is  scarcely 
less  danger  of  exciting  a  "run  upon  banks"  from  the  rate  of 
discount  rising  too  high  than  there  is  from  the  central  reserve 
of  gold  falling  too  low. 

We  are  now  in  a  position  to  realise  the  successive  processes 
which  have  produced  the  illegal  money  units  now  making  up 
nine-tenths  of  the  British  currency. 

(i)  The  neglect  of  the  State  to  meet  the  civilised  demand 
for  banks  has  led  to  the  supply  of  this  demand  by  Money- 
brokers. 
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(2)  A  combination  of  the  incompatible  functions  of  Money- 
bankers  and  Money-brokers  has  led  to  the  embezzlement  of 
private  deposits. 

(3)  The  extending  use  of  Banks  and  the  immense  con- 
venience of  cheques  has  led  to  the  increasing  acceptance  of 
cheques  in  place  of  money. 

(4)  The  acceptance  of  cheques  in  place  of  money  has  led 
to  a  creation  of  the  vast  sums  of  fictitious  deposits  upon 
which  British  cheques  are  now  drawn. 

(5)  The  creation  of  these  vast  sums  of  fictitious  deposits 
has  led  to  the  practical  substitution,  as  the  currency  of  Great 
Britain,  of  valueless  ledger  entries  in  place  of  valuable  gold 
coins. 

Thus  has  the  most  important  economic  function  of  the 
State,  the  issue  and  regulation  of  its  currency,  upon  the 
proper  discharge  of  which  depends  the  prosperity  of  every 
civilised  state  and  the  possibility  of  civil  justice,  been  monopo- 
lised in  Great  Britain  by  the  class  of  Money-brokers,  whose 
only  legitimate  function  is  to  receive  genuine  deposits  from 
Investors  and  lend  them  to  Merchants,  but  who  now  manufac- 
ture these  deposits  for  themselves  and  lend  them  out  to  just 
such  extent  as  is  compatible  with  their  continued  acceptance 
by  the  public  as  genuine. 

But  while  as  between  Bankers  and  the  Public,  we  have  just 
learnt  that  the  acceptance  by  the  latter  of  bank  cheques  in 
place  of  gold  pounds  rests  upon  a  practical  falsehood,  we 
shall  now  learn  that-  as  between  Bankers  and  Merchants  the 
right  of  the  former  to  create  ledger  deposits  against  market- 
able securities  rests  upon  an  economic  fallacy. 


CHAPTER  IX 

THE  TRUE  NATURE  OF  BANK  ADVANCES 

We  have  shown  that  the  "  money  "  advanced  by  Bankers  to 
borrowers  is  not  legal  money — is  not,  in  respect  to  the  law, 
money  at  all.  But  when  this  is  allowed  the  last  word  has  not 
been  said,  otherwise  the  monetary  position  of  Great  Britain 
would  be  a  very  much  worse  one  than  it  is. 

Although  not  legal  money,  and  therefore  not  what  it 
pretends  to  be,  Bank  advances  may  still  claim  to  be  "  money  " 
of  such  a  kind  that  certain  writers  on  the  subject  consider  it 
alone  to  be  true  economic  money,  in  that  it  consists  of  valueless 
tokens  issued  against  quantities  of  Wealth,  and  therefore  re- 
presenting and  giving  them  currency. 

For  the  advances  which  Bankers  make  to  merchants  and 
others  are  commonly  made  against  specific  quantities  of 
Wealth,  as  wealth  is  generally  understood,  such  as  cargoes 
shipped,  manufactures  in  store,  crops  growing  or  housed, 
Stock  Exchange  shares  or  debentures,  legal  rights  to  sums  of 
money,  the  market  price  of  which  in  the  locality  of  the  Bank 
determines  the  maximum  of  the  advance.  Mere  accommoda- 
tion advances,  those  that  are  made  against  no  specific  quantities 
of  Wealth,  are  regarded  as  more  or  less  dangerous,  and  there- 
fore outside  the  legitimate  province  of  banking.  This 
particular  school  of  Economists  hold  that  it,  the  true  function 
of  Bankers,  is  to  make  advances  of  currency  tokens  against  specific 
quantities  of  wealthy  which  the  borrowers  wish  either  to 
purchase  for  subsequent  sale,  to  realise  sooner  than  by 
ordinary  sale,  or  not  to  part  with  by  forced  sale,  their  common 
intention    and    practice    being   to    repay   the    advances    on 

completion  of  the  final  sale. 
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It  is  true  that  these  advances  at  present  pretend  to  consist 
of  pounds  possessing  intrinsic  value,  but  such  value  forms  no 
essential  part  of  such  advances,  according  to  the  theory  we 
are  considering,  and  consequently  its  complete  absence  in  no 
way  impairs  their  efficiency ;  indeed,  such  efficiency  is  greatly 
lessened  by  the  possession  of  intrinsic  value.  For  this  reason, 
that  the  advances  obtained  from  Banks  to  permit  of  purchases 
must  be  repaid  on  completion  of  sales.  But  if  possessed  of 
intrinsic  value,  many  of  the  money  units  advanced  will  be 
devoted  to  domestic  uses  or  exported  to  other  countries,  and 
so  no  longer  remain  available  for  repayment  by  the  borrowers. 
The  theory  consequently  which  supposes  each  money  unit  to 
be  a  token  of,  and  give  currency  to  quantities  of,  Wealth  is 
really  incompatible  with  the  possession  by  such  units  of 
intrinsic  value. 

But  that  theory  of  money  which  supposes  each  money  unit  to 
represent  specific  quantities  of  wealth  rests  upon  an  erroneous, 
though  at  present  accepted  theory  of  value.  Upon  the  theory, 
via.,  that  value  is  the  relation  of  all  tilings  marketable  to  each 
other,  instead  of,  as  we  know  it  to  be,  the  relation  of  fixed 
quantities  of  Capital,  or  surplus  food,  to  articles  of  Wealth  or 
Manufacture.  A  necessary  consequence  of  which  error,  when 
the  currency  is  regulated  by  it,  is  an  increasing  over-issue  of 
money  units  and  a  progressive  fall  in  their  value.  For  we  know 
that  an  inseparable  accompaniment  of  civilised  progress  is  an 
ever-increasing  multiplication  of  articles  of  wealth  as  com- 
pared with  units  of  capital,  i.e.,  a  constant  fall  in  the  value  of 
articles  of  wealth  as  measured  in  units  of  capital.  Were 
money  units  consequently  issued  continuously  against  fixed 
quantities  of  Wealth,  their  value  must  fall  with  that  of  tin- 
articles  they  represent.  Only  by  making  them  represent  fixed 
quantities  of  capital  or  surplus  food  can  their  value  be  kept 
stable,  and  the  price  of  articles  of  wealth  be  made  to  corre- 
spond with  and  express  their  economic  value.  Were,  there- 
fore, the  price  of  fixed  quantities  of  wealth  taken  as  a  standard 
for  monetary  issues,  and  the  mere  mention  of  such  a  system 
condemns  it,  having  regard  to  the  multiplicity  of  articles  of 
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wealth,  and  the  differences  of  opinion  even  as  to  its  nature, 
then  of  necessity  the  price  of  fixed  quantities  of  food  must 
constantly  rise,  and  all  money  rents  and  debts  would  require 
periodical  readjustment  to  give  expression  to  such  rise ; 
whereas  when  the  price  of  fixed  quantities  of  food  is  taken 
,  as  the  standard,  then  the  price  of  fixed  quantities  of  Wealth  zvill 
constantly  fall,  as  in  all  progressive  countries  it  should  do,  and 
all  money  rents  and  debts  will  continue  to  represent  the  same 
obligations  as  originally  undertaken. 

While,  then,  the  present  system  of  money  issues  by  Bankers 
is  a  manifest  violation  of  the  legal  system  of  the  country, 
neither  does  it  give  expression  to  any  economic  system  that 
could  be  accepted  in  its  place.  Since,  if  freed  from  the 
restraints  which  the  maintenance  of  a  pretended  agreement 
with  the  legal  system  now  impose  upon  their  issues,  there 
would  be  practically  no  limit  to  the  flood  of  valueless  tokens 
with  which  Money-brokers,  masquerading'  as  Bankers,  would 
gorge  the  circulation. 

We  are  now  in  a  position  to  realise  that  Bankers,  when 
they  issue. as  advances  vast  sums  of  "deposits,"  created  by 
merely  making  entries  in  their  ledgers,  usurp  the  primary 
economic  function  of  the  Government,  which  is  to  make  and 
regulate  all  issues  of  money ;  and  that  when  they  advance 
these  "  deposits  "  to  Merchants  they  usurp  the  sole  economic 
function  of  Investors,  which  is  to  provide  deposits  for  the  exten- 
sion of  trade.  The  effect  of  the  former  usurpation  being,  as 
we  have  already  learnt,  to  cause  a  fictitious  rise  in  home 
prices,  which,  under  an  international  currency,  is  disastrous  to 
the  foreign  trade  of  Great  Britain  and  to  her  home  agriculture. 
The  effect  of  the  latter  usurpation  we  have  now  to  learn. 


CHAPTER  X 

CONSEQUENCE   TO    MERCHANTS   OF   MONEY-BROKERS 
BECOMING   BANKERS 

THE  peculiar  circumstances  under  which  Bankers  provide 
themselves  with  the  "deposits"  they  advance  to  Merchants, 
and  the  obligation  they  are  under  to  repay  all  Depositors  on 
demand,  compels  them  to  require  (i)  security  for  all  the  loans 
they  make,  and  (2)  the  speedy  repayment  of  such  loans.  Bankers 
are  consequently  precluded  from  making  advances  either 
against  property  not  readily  saleable  or  for  anything  but 
definite  and  short  periods  of  time. 

It  is  for  these  reasons  that  the  operations  of  Merchants, 
which  are  concerned,  as  we  know,  with  the  purchase  of 
marketable  commodities  for  speedy  and  profitable  sale, 
become  the  most  attractive  field  for  the  "  Investments  "  of 
Bankers.  For  a  lien  upon  the  commodities  purchased  with 
their  advances  jurovides  some  security  for  their  repayment, 
while  when,  in  addition  to  this,  the  State  holds  the  entire 
property  of  the  borrower  as  further  security  for  repayment  of 
the  loan,  it  relieves  the  Banker  of  all  but  the  remotest  risk  of 
loss. 

Under  these  circumstances  Bankers  necessarily  become 
competitors  zvith  Investors  for  the  dividends  offered  by 
Merchants,  often,  humorously  enough,  with  the  Investor's 
own  deposits ;  while  their  special  methods  of  acquiring 
"  deposits  "  necessarily  enables  them  always  and  everywhere 
to  underbid  Investors  in  such  competition,  and  so  wholly 
exclude  these  latter  from  their  most  attractive  field  for  in- 
vestment, the  commercial  Money  Market.  While  so  keen  is 
the  competition  for  profits  amongst  Merchants  that  they 
necessarily  accept  the  cheapest  advances  procurable,  and  so 

have   come  to  depend  upon    Bankers  for   practically  all    the 
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"  deposits  "  they  borrow.  So  far  as  Merchants  are  concerned, 
therefore,  Bankers  now  monopolise  the  economic  functions  of 
Money-brokers  as  well  as  of  Investors. 

But  in  advancing  deposits  to  merchants,  Bankers  are 
precluded  as  we  know  from  making  genuine  investments 
with  them,  as  it  is  the  function  of  true  Money-brokers  to  do. 
They  are  precluded,  that  is,  from  making  advances  on  the 
mere  character  of  the  Merchant,  and  for  uncertain  periods  of 
time.  They  must  obtain  ample  security,  as  well  as  certain 
and  speedy  repayment.  To  secure  which  requisites  they  take 
advantage  of  an  economic  instrument,  already  in  extended 
use,  but  designed  for  a  totally  different  purpose,  which  in- 
strument, however,  the  illegitimate  interference  of  the  State 
perfectly  adapts  to  their  needs.  This  instrument  is  the  shop- 
keeper's "  acceptance  "  or  promissory  note,  the  true  economic 
purpose  of  which  is  to  ensure  the  payment  at  a  given  time  to  a 
merchant  of  money  obtained  through  sales  upon  his  account  by 
his  agent.  The  economic  security  for  the  fulfilment  of  the 
promise  being  the  character  of  the  agent,  just  as  the  economic 
security  for  the  repayment  of  an  investment  is  the  character 
of  the  merchant.  The  only  difference  between  these  two 
forms  of  trust  or  confidence  being  one  of  degree,  the  latter 
concerning  larger  amounts  and  less  definite  periods  of  time, 
because  of  the  wider  reputation  and  more  prolonged  operations 
of  the  Merchant. 

Now  to  the  security  which  custom  attaches  to  the 
acceptance  of  the  agent,  viz.,  his  mercantile  credit,  the  State 
has  added  all  the  property  he  possesses.  Thus  buttressed, 
the  promissory  note,  or  shopkeeper's  acceptance,  becomes  an 
instrument  perfectly  fitted  to  secure  the  advances  of  Bankers. 
Accordingly  they  make  all  their  advances  against  such 
promissory  notes  or  acceptances,  the  duration  of  which  has  been 
gradually  reduced  from  six  months,  which  was  a  common  term 
not  many  years  ago,  to  an  all  but  universal  three  months. 
Practically,  then,  all  "investments"  with  British  Merchants 
are  now  secured  by  three  months'  bills,  for  the  meeting  of 
which,  at  the   end  of  this  term,  not  only  their  mercantile 
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reputation,    but    also    all    their    personal    property,    stands 
pledged. 

Now,  for  the  purpose  of  defining  the  financial  relations 
between  Merchants  and  Shopkeepers,  and  of  hastening  sales  by 
the  latter,  the  accepted  bill  is  admirably  adapted,  always  pro- 
vided that  it  acquires  no  other  sanctions  than  such  as 
economically  belong  to  it,  viz.,  an  increased  commission  if 
speedy  sales  are  effected,  and  a  loss  of  credit  if  promises  are 
not  fulfilled.  For  experience  soon  teaches  a  capable  shop- 
keeper what  time,  on  an  average,  he  requires  to  sell  a  given 
quantity  of  his  principal's  goods ;  consequently,  seeing  that  he 
makes  or  supervises  all  sales  himself,  he  should  always  be 
able  to  make  his  calculations  with  a  reasonable  certainty  of 
their  being  fulfilled. 

But  for  the  purpose  of  defi/iing  financial  relations  between 
Investors  and  Merchants,  and  for  securing  the  largest  return 
in  profits,  no  instrument  could  be  more  unsuitcd  than  a  three 
months'  bill.     For  Merchants  neither  complete  nor  supervise 
any   of    their    transactions    themselves.      They   are    wholly 
dependent  upon  agents  ;  upon  carriers,   or  transport  agents, 
upon    foreign     correspondents,    or    exchange    agents,    upon 
shopkeepers,  or  selling  agents.      While  their    foreign    corre- 
spondents,   again,  often    have   to   employ  a  whole   series   of 
agents.     Merchants,   therefore,   can   count   upon   nothing   for 
certain.     The    unforeseen    accidents    by    flood    and    field    to 
which  they  are  constantly  liable  forbid  them  to  do  so.       To 
force   Merchants,    therefore,    to   bifid  themselves    under    heavy 
penalties  to  repay  the  deposits  invested  with  them  at  fixed  and 
not  distant  dates  can  have  but  one  effect,  that  of  limiting  their 
operations  to  the  simplest,  safest,  and  most  certain  transactions. 
For    necessarily   all    engagements    of  this  kind  prohibit  the 
pursuit   of  profits,  however  great,  if  these  profits  cannot  be 
realised  before  fixed  dates.     Practically,  therefore,  the  broad 
effect  of  attaching  the  same  conditions  to  the  investment  of 
deposits  with  Merchants  as  to  the  crediting  of  stock  to  shop- 
keepers   is  to    less    or    more    paralyse    mercantile    enterprise, 
a  veto  being  placed  upon  all  adventures,  however  lucrative  in 
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prospect,  which  cannot  be  completed  within  the  narrow 
limits  of  a  three  months'  bill.  In  other  words,  the  universal 
subjection  of  British  Merchants  to  the  paralysing  restrictions 
under  which  Bank  advances  can  alone  be  made  is  fatal  to  that 
spirit  of '  tint rame lied  enterprise  and  adventure  which  is  essential 
to  the  free  extension  of  a  national  trade. 

It  is  easy  to  understand  how  a  primary  consequence  of  the 
restrictions  thus  placed  upon  Merchants  is  to  raise  into 
artificial  and  quite  unwarranted  importance  the  "  rates  of 
exchange"  upon  foreign  countries.  For  owing  to  these 
restrictions  British  Merchants  are  no  longer  free,  as  a  class,  to 
combine  operations  of  import  with  those  of  export,  and  so  get 
rid  of  the  rate  of  exchange  altogether.  They  are  forced,  by 
the  time  limits  of  their  advances,  to  confine  themselves 
strictly  either  to  exporting  and  selling  their  drafts  to 
Importers,  or  to  importing  and  buying  drafts  from  Exporters, 
since  these  operations  take  only  half  the  time  required  for  the 
complete  exchange.  While  necessarily,  where  such  sales  and 
purchases  of  drafts  are  made  compulsory,  the  rate  of 
exchange  becomes  all  important,  whereas  it  is  of  no  importance 
at  all  if  the  Exporter  be  perfectly  free  either  to  sell  his  foreign 
money  tokens,  through  a  bill  of  exchange,  to  some  home  Importer 
or  to  purchase  foreign  commodities  zaith  them,  and  import  and 
sell  these  commodities  at  home. 

It  is  also  easy  to  understand  how  the  placing  of  these 
restrictions  upon  British  merchants  as  a  class  must  terribly 
handicap  them  in  their  competition  with  foreign  Merchants. 
It  being  clearly  impossible  for  those  who  live  and  move  in 
the  fetters  of  a  three  months'  bill  to  display  the  same 
enterprise,  to  run  the  same  risks,  or  to  push  their  operations 
over  the  same  remote  fields  as  those  who  still  retain  the 
freedom,  and  can  respond  to  the  stimulus,  inseparable  from 
true  economic  investment.  Necessarily,  then,  the  first  effect 
of  the  Modern  Banking  system,  which  reduces  Merchants  to 
the  economic  level  of  shopkeepers,  by  placing  them  under  the 
same  financial  restrictions,  is  to  artificially  and  injuriously 
curtail  their  operations. 
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Its  second  effect  is  to  artificially  and  equally  injuriously  in- 
crease their  numbers.  For  directly  the  State,  by  holding  all 
the  property  of  the  Merchant  in  pledge  for  the  repayment  of 
his  advance,  frees  the  "  investments "  of  Bankers  from  the 
natural  risks  of  trade,  it  at  once  relieves  them  from  the 
obligation  to  make  advances  to  none  but  those  who  have 
gained  a  reputation  for  probity,  and  allows  them  instead  to  lend 
freely  to  all  who  possess  a  reputation  for  property.  But  a 
reputation  for  probity,  resting,  as  it  needs  must  do,  upon 
years  of  upright  and  prudent  dealing,  is  much  harder  to 
acquire  than  a  reputation  for  property,  sufficient,  at  any  rate, 
to  cover  any  given  advance.  For  so  long  as  property  is 
there,  or  believed  to  be  there,  to  serve  as  security,  it  matters 
nothing  to  the  Banker  how  it  has  been  acquired.  He  is  not 
a  moralist,  but  a  money-lender. 

While,  therefore,  in  any  given  locality,  the  number  of  true 
Merchants  possessed  of  such  character  as  will  command  the 
confidence  of  Investors  and  ensure  the  loan  of  their  deposits 
can  never  be  very  large,  since  such  Merchants  must 
necessarily  be  upright  and  successful  men,  averse  to  wild 
speculation,  the  number  of  men  who  can  obtain  bank 
advances,  and  through  them  masquerade  before  the  world 
as  true  Merchants,  may  be  practically  unlimited.  For 
so  keen  at  last  becomes  the  competition  amongst  Bankers 
for  individuals  who  will  utilise  their  fictitious  deposits,  and 
pay  them  "  discounts  "  for  their  advance,  that  any  and  every 
sort  of  business  yielding  these,  in  no  matter  what  small 
amounts,  is  eagerly  welcomed,  and,  save  in  time  of  trade 
stagnation  or  general  distrust,  no  one  is  refused  an  advance 
who  can  show  reasonable  security  for  a  loan.  As  a  con- 
sequence, not  merchants  only,  or  wholesale  dealers,  obtain 
advances  from  Bankers,  but  also  shopkeepers  or  selling  agents, 
who  under  genuine  economic  conditions  could  not  obtain 
deposits  from  Investors,  but  only  credit  from  Merchants,  which 
"  credits,"  as  we  know,  are  not  sums  of  money  lent,  but 
quantities  of  goods  entrusted  to  them  for  sale  ;  while  Merchants 
in  their  turn  would  not  give  these  credits  unless,  through  long 
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acquaintance,    they    had    proved    the    recipients    worthy    of 
trust. 

Under  the  present  banking  system,  therefore,  not  only  are 
the  operations  of  Merchants  artificially  and  injuriously 
curtailed  by  the  illegitimate  restrictions  of  three  months'  bills, 
but  the  just  and  necessary  distinction  between  Merchants  and 
shopkeepers  is  destroyed,  and  the  number  of  the  former,  and 
the  competition  amongst  them  for  profits,  is  artificially  and 
enormously  increased.  In  other  words,  the  "  Investment  of 
deposits,"  as  now  conducted  by  British  Bankers,  has  ceased 
to  be  merely  one  necessary  stage  in  an  orderly  and  organised 
system  by  which  labour-products  are  exchanged  and  sold, 
and  become  instead  the  cause  of  a  wild  scramble  for  fictitious 
money  profits,  with  which,  to  an  ever-increasing  extent,  genuine 
exchanges  and  sales  of  labour-products  have  nothing  whatever 
to  do. 

Necessarily,  in  a  competition  so  caused  and  so  conducted, 
from  which  the  moral  element  of  "  character "  tends  to  be 
more  and  more  completely  eliminated  as  a  needless  encum- 
brance, a  high  premium  is  placed  upon  every  sort  of  trick  in 
trade  and  deception  in  finance  that  yields  immediate  profit, 
but  yet  falls  short  of  the  legally  criminal.  Consequently,  the 
adulteration  of  manufactures  and  the  deluding  of  Investors 
becomes  an  inevitable,  a  permanent,  and  an  increasing  factor 
in  British  trade  and  finance. 

Thus  the  broad  effect  of  "investment"  upon  banking 
principles,  which  reduces  Merchants  to  the  economic  level  of 
shopkeepers  or  selling  agents,  by  subjecting  them  to  the 
restrictions  of  a  three  months'  bill,  is  to  injuriously  curtail 
their  operations,  thus  preventing  the  multiplication  of  sales, 
while  enormously  increasing  their  numbers,  thus  reducing 
their  returns  in  profits.  Than  which  obstructive  operations 
none  could  be  more  opposed  to  the  effect  of  true  economic 
investment,  which  is  everywhere  to  multiply  sales  and 
augment  profits. 

These  being  the  consequences  which  attend  the  artificial 
degradation  of  Merchants  to  the  level  of  shopkeepers,  through 
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their  signature  of  three  months'  bills,  let  us  now  see  those 
which  follow  the  artificial  exaltation  of  shopkeepers  to  the 
level  of  Merchants,  through  "  deposits  "  being  advanced  to 
them  by  Bankers  instead  merely  of  goods  being  credited  to 
them  by  Merchants. 

Shopkeepers  or  selling  agents  are  economically  dependent 
for  stock,  as  we  know,  upon  their  having  acquired  the 
reputation  amongst  Merchants  of  being  worthy  of  credit, 
which  reputation  they  can  win  only  by  regularly  transferring 
to  their  principals  the  wholesale  price  of  the  goods  credited 
to  them  for  sale.  But  the  regularity,  indeed  the  possibility, 
of  such  transfer  entirely  depends  (1)  on  stability  in  the  local 
demand  for  the  goods  in  question  ;  (2)  upon  the  impossibility  of 
suck  demand  being  satisfied  in  any  other  way  than  by  purchases 
from  the  shopkeeper  at  current  shop  prices. 

Of  course,  as  shopkeepers  multiply  and  their  competition 
for  custom  grows  keener,  shop  prices  constantly  and  neces- 
sarily fall.  But  such  competition  and  reduction  in  prices 
amongst  shopkeepers  is  the  accompaniment  commonly  of 
similiar  phenomena  amongst  merchants.  Consequently  the 
retail  price  of  goods  to  customers  does  not,  under  natural 
economic  conditions,  fall  by  itself,  but  only  in  company  with, 
and  in  proportion  to,  their  wholesale  price  to  shopkeepers. 
Such  fall,  moreover,  is  as  a  rule  very  gradual,  and  only  in  one 
class  of  goods  after  another,  seldom  in  many  classes  of  goods 
at  once.  It  does  not,  therefore,  seriously  affect  the  sales  of 
prudent  shopkeepers,  nor  prevent  them  from  meeting  such 
"  bills  "  as  the  circumstances  of  their  trade  have  justified  them 
in  accepting.  Under  these  conditions  of  trading,  should  any 
shopkeeper  fail  to  meet  his  acceptances,  all  that  happens  is 
that  he  ceases  to  be  credited  with  further  goods  ;  while  those 
he  has  received,  but  not  yet  sold,  being  still  the  Merchant's 
property  and  not  the  Agent's,  are  simply  reclaimed  by  the 
former,  and  not  forced  upon  the  local  market  to  the  further 
loss  of  their  owner.  Under  natural  economic  conditions, 
therefore,  the  failure  of  a  shopkeeper  to  meet  his  acceptances  is 
not  folloived  by  any  forced  sale  of  the  goods  he  deals  in.     1 1 
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does  not  entail  loss,  therefore,  upon  other  shopkeepers  in  the 
locality. 

Very  different  is  the  case  when  a  shopkeeper   fails  who  is 
under  Bank   advances.     For  the   State   straightway,  on   the 
Banker's  application,  forces  a  sale  not  alone  of  the  stock  pur- 
chased with  the  Banker's  advance,  but  of  all  the  debtor's  other 
property  as  well.    It  is  true  that  by  doing  this  the  State  recovers 
his  advances  for  the  Banker,  but  it  does  so  only  by  making  it 
more  difficult  for  all  local  shopkeepers  to  meet  their  accept- 
ances.    For  so  long  as  bankrupt  stock  is  to  be  bought  below 
current  shop  prices  many  customers  will  make  their  purchase 
at   such   sales,   and   not   from    shopkeepers.     In  other  words, 
when  forcing  a  sale  of  Bankrupts'  Stock,  what  the  State  does  is 
to  enter  into  commercial  competition  with  solvent  shopkeepers 
under  conditions  which,  while  they  last,  completely  preclude  the 
latter  from  doing  business.     Plainly,  therefore,  since  each  sale 
of  this   kind   injures  solvent  shopkeepers,  their  frequent   re- 
petition must  often   ruin   them.     So  that  while  a  supposed 
effect  of  the  State's  forcing  a  sale  of  bankrupts'  stock  is  to  act 
as  a  deterrent  to  dishonest  debtors,  its  real  and  practical  effect 
is  to  make  it  increasingly  difficult  for  honest  shopkeepers  to  dis- 
charge their  debts.     Not  only,  then,  does  the  British  Banking 
system    diminish     the    importance    of    commercial    probity 
amongst  Merchants,  but  it  makes  it  increasingly  impossible 
amongst  shopkeepers.     What  wonder,  then,  that  from  Bench 
and  Pulpit  come  scathing  rebukes  upon  the  growing  laxity  of 
commercial  morals  in  Great  Britain  ? 

These  being  the  deplorable  effects  of  the  present  Banking 
system  upon  the  great  class  of  Merchants  and  its  subsidiary 
branches,  let  us  next  see  what  are  its  effects  upon  the  im- 
portant class  of  Investors  whose  true  economic  interests  are, 
and  practical  interests  should  always  remain,  identical  with 
those  of  Merchants. 


CHAPTER  XI 

CONSEQUENCES   TO    INVESTORS 

INVESTORS  we  know  to  be  that  section  of  Depositors  who, 
while  unable  or  unwilling  to  engage  personally  in  agriculture, 
manufacture,  or  commerce,  are  yet  desirous  of  sharing  in 
the  returns  which  these  yield  to  labour.  In  other  words,  they 
wish  to  obtain  bread  without  toil,  and  so  get  rid  altogether  of 
the  primitive  and  natural  burthen  laid  upon  man.  And  after 
a  certain  stage  in  social  development  has  been  reached,  this 
desire,  as  Pure  Economics  tell  us,  can  be  gratified,  not  only 
without  the  robbery  of  anyone,  but  with  conspicuous  benefit  to 
all  upon  one  condition,  that  whatever  is  thus  obtained  by  a  non- 
worker  shall  be  a  share  only  of  such  increased  gains  as  some 
real  worker  secures  through  his  assistance;  anything  acquired 
more  than  this  being,  when  secured  by  force,  morally  a  sin, 
and  economically  a  crime. 

Now,  this  economic  miracle  of  bread  without  work  and  yet 
without  robbery  results  from  the  use  of  Money,  and  its  ac- 
cumulation in  deposits,  with  which  its  owners  are  enabled  to 
purchase  a  right  to  receive  Rents  from  Food-producers,  Hire 
from  Wage-earners,  or  Dividends  from  Profit-gainers.  Thus 
these  three  classes  of  returns  provide  not  merely  a  legitimate 
but  a  beneficial  means  of  realising  the  desire  of  Investors,  so 
much  so  that  the  free  sale  of  Rents,  the  free  hiring  of 
Machines,  and  the  free  payment  of  Dividends  become  essential 
factors  in  the  free  development  of  Civilisation,  and  all 
hindrances  to  these  operations  so  many  rocks  in  the  road  of 
uninterrupted  progress. 

Rents.     These  being  fixed,  and  perpetual  returns,  since  they 

are    payable    so    long    as    the    land    yielding    them    remains 

occupied,  a   given    quantity  of  Rent,  represented   by  a  fixed 
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annual  payment  of  money,  will  always  command,  in  every 
civilised  community  possessed  of  a  stable  currency  the 
highest  price  in  deposits.  Thus,  any  given  sum  of  deposits, 
say  £ i, ooo,  if  invested  in  Rents,  will  yield  the  lowest  return 
of  all  three  classes  of  investment.  Let  us  suppose  these 
returns  to  be  ,£30  a  year,  or  3  per  cent.  That  it  is  so  small  is 
of  course  due  to  the  fact  that  Rents  offer  a  security  impossible 
in  the  case  of  either  Hire  or  Dividends ;  for  the  State,  to 
prevent  graver  ills,  must,  when  necessary,  enforce  their  pay- 
ment through  a  sale  of  the  tenant's  right  of  occupation  in  the 
holding  out  of  which  the  Rent  proceeds. 

The  security  attaching  to  Rents  would  seem  to  bring  them 
at  first  sight  within  the  definition  of  Usury,  already  so  strongly 
condemned  and  declared  to  be  so  universally  injurious.  But 
a  purchase  of  Rent  by  an  Investor  is  not  made  from  a  Rent- 
payer  but  from  a  Rent-receiver.  It  must  therefore  have 
been  in  existence  and  already  paid  before  an  Investor  can 
buy  it.  His  purchase  consequently  in  no  way  affects  the 
tenant,  who,  so  long  as  he  occupies  his  land  and  can  deal  with 
it  as  he  pleases,  does  not  care  who  receives  his  Rent,  the 
annual  payment  of  which  constitutes  his  title  to  the  land,  and 
secures  to  him  whatever  benefits  he  derives  from  its  cultiva- 
tion. Another  specific  difference  distinguishes  Rent  from 
Usury,  in  that  the  pressure  of  Rent  automatically  diminishes 
as  the  purchasing  power  of  food  rises,  whereas  the  pressure  of 
Usury  automatically  increases  as  the  benefits  resulting  from 
the  expenditure  of  the  loan  disappear.  Thus  the  receipt  of  a 
Rent  that  has  been  purchased  in  no  way  corresponds  to  the 
exaction  of  Usury  upon  a  loan.  The  low  rate  of  return 
obtainable  from  any  given  sum  of  Deposits  invested  in  Rents 
places  them  necessarily  out  of  the  reach,  as  an  investment,  of 
any  but  the  largest  Depositors. 

Hire.  Payments  of  this  class  are  fixed  but  terminating 
returns,  since  they  cannot  last  longer  than  the  working  life  of 
the  machine  which  produces  them,  and  may  cease  as  much 
sooner  as  is  agreed  upon.  Sums  of  money  paid  annually  as 
Hire   consequently  will   never  command   as  high  a  price  in 
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Deposits  as  the  same  sums  paid  as  Rent.  For  with  the 
former,  not  only  is  there  greater  risk,  but  also,  since  such 
payments  are  terminable,  each  one  must  include  not  merely 
a  payment  by  way  of  income  but  also  an  instalment  of  the 
principal.  The  security  for  Hire,  moreover,  is  not  comparable 
to  that  for  Rent,  seeing  that  it  is  nothing  but  the  Machine 
itself,  which,  if  sold  by  the  State,  may  not  realise  enough  to 
meet  the  unpaid  balance  upon  it.  Necessarily,  therefore,  any 
given  sum  of  Deposits,  say  £1,000,  invested  in  machines  must 
yield  on  the  average  a  much  higher  return  than  the  same  sum 
invested  in  Rents.  Let  us  suppose  this  return  to  be  £60  a 
year,  or  6  per  cent.,  irrespective  of  whatever  annual  repay- 
ments of  principal  are  agreed  upon. 

Dividends.  These  returns  are  both  variable  and  terminable, 
since  they  cease  with  the  final  sale  of  the  exchanges  obtained 
in  return  for  the  Stock  purchased  with  the  Investment.  Also, 
they  carry  no  security  with  them  other  than  the  personal 
character  of  the  Merchant,  besides  being  exposed  to  the 
many  risks  inseparable  from  commercial  operations.  Any 
given  sum  of  Deposits,  therefore,  say  £1,000,  invested  with 
Merchants,  must  yield  a  much  higher  return  than  the  same 
sum  invested  either  in  Hire  or  in  Rents.  Let  us  suppose  this 
return  to  be  £100  a  year,  or  10  per  cent.,  the  principal  being 
repaid  at  the  end  of  each  transaction.  Because  of  this  high 
yield,  Dividends  will  attract  by  far  the  largest  proportion  of 
all  investments  made  yearly. 

These  being,  broadly,  the  three  classes  of  investments  that 
offer  to  Depositors  legitimate  inducements  to  invest,  let  us 
now  see  what  effect  the  operations  of  Bankers,  whose  true 
functions,  be  it  always  remembered,  are  those  of  Money- 
brokers  or  agents  for  Investors,  have  upon  the  general  course 
of  their  investments. 

Dividends.  From  these  returns  which  naturally,  as  we  have 
just  seen,  should,  from  their  high  rate,  attract  the  bulk  of  all 
investments,  Investors  as  a  class  are  now  completely  excluded 
by  Bankers — excluded,  that  is,  by  the  very  functionaries  whose 
sole  economic  reason   for   existing   is    to    facilitate    Investors 
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acquiring  them.  This  exclusion  is  effected  by  Bankers 
accepting  as  "  discounts "  for  their  embezzled  or  fabricated 
"deposits  "  returns  far  below  any  that  Investors  can  accept  as 
Dividends — returns  below  even  those  they  can  obtain  as 
Rents  ;  for  commercial  bills  are  commonly  discounted  at 
rates  varying  from  2  per  cent,  to  5  per  cent.,  while  when 
business  is  dull,  less  even  than  1  per  cent,  is  accepted.  But 
it  is  impossible  for  genuine  Deposits,  honestly  acquired,  to  be 
lent  to  Merchants  at  these  rates.  The  mere  fact  of  their 
acceptance  proves  that  the  "  money  "  so  dealt  with  has  either 
been  improperly  acquired  or  else  is  not  genuine.  In  either 
case  its  command  enables  Bankers  to  completely  exclude 
Investors  from  Dividends. 

Hire.  From  these  returns  Investors  are  completely  ex- 
cluded by  Merchants,  whom  the  pressure  of  Banking 
competition  has  forced  to  become  Factory  Masters.  Such 
competition,  as  already  explained,  giving  Merchants  a 
monopoly  of  those  machines  which,  under  just  economic  con- 
ditions, would  be  hired  by  Wage-earners.  Thus  are  the  latter 
prevented  paying,  and  Investors  debarred  from  receiving, 
Hire  upon  deposits  invested  in  Machinery. 

Rents.  From  these  returns  Investors  are  practically  cut 
off  by  the  State,  which,  by  attaching  the  burthensome  fiction 
of  landownership  to  the  receipt  of  Rents,  by  making  their 
purchase  as  difficult  and  costly  as  possible,  and  by  permitting 
disastrous  fluctuation  in  the  value  of  money,  as  effectively 
prevents  the  free  investment  of  deposits  in  Rent  as  if  it  was 
categorically  forbidden. 

In  these  different  ways  are  Investors  cut  off  from  the  three 
classes  of  returns  which  alone  offer  legitimate,  beneficial,  and 
unlimited  openings  for  their  investments  at  comparatively 
small  risks,  and  are  obliged  to  seek  for  others  of  an  illegiti- 
mate and  deleterious  kind,  yielding  smaller  and  more  uncertain 
returns  at  much  greater  risks.  Chief  amongst  these  are  loans 
to  governments,  the  returns  from  which  are  derived  from 
taxes  extorted  from  the  people  ;  investments  in  Railways,  the 
returns    from    which    consist    of  tolls   that    obstruct   traffic ; 
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partnerships  in  Trusts,  the  returns  from  which  are  the  proceeds 
of  monopolies  that  prevent  competition ;  shares  in  Banks,  the 
returns  from  which  are  discounts  secured  through  the  issue 
and  loan  of  false  money. 

In  this  way  the  investment  of  deposits  is  transformed  from 
what  economically  it  should  be,  the  most  powerful  and  bene- 
ficial of  civilising  forces,  because  of  its  facilitating  individual 
effort,  and  promoting  competition  for  the  comforts  but  not  for 
the  necessities  of  life,  into  a  mere  instrument  of  class  greed, 
the  constant  goal  of  which  is  the  creation,  maintenance,  or  exten- 
sion of  monopolies,  so  far-reaching  and  ubiquitous  at  last  as  to 
destroy  individual  effort,  and  paralyse  every  form  of  indepen- 
dent competition.  Nor  can  any  attacks  upon  the  more 
flagrant  consequences  of  this  system  produce  any  but  local 
and  temporary  effects,  so  long  as  the  parental  energy  remains 
unaffected.  The  axe  must  be  laid  at  the  root  of  the  tree,  and 
that  root,  so  far  as  the  commercial  and  industrial  world  of 
Great  Britain  is  concerned,  is  the  holding  the  property  of  debtors 
by  the  State  in  pledge  for  repayment  of  the  fictitious  advances  of 
Bankers. 


CHAPTER  XII 

CONSEQUENCES   TO   WAGE-EARNERS 

WE  have  now  reached,  perhaps,  the  most  difficult  part  of  our 
subject,  since  we  require  to  bridge  a  gulf  between  what  is  and 
what  should  be,  wider  than  any  that  has  so  far  lay  open 
before  us. 

Between  the  present  system  of  letting  land  to  Food-pro- 
ducers and  that  here  insisted  upon,  there  is  only  a  difference 
of  degree,  the  change  demanded  involving  no  new  conception 
of  the  relations  between  Rent-payers  and  Rent-receivers,  but 
only  a  modification  of  practices  already  existing. 

Similarly  between  the  present  system  of  advancing  deposits 
to  Merchants  and  that  here  insisted  upon,  there  is  only  a 
difference  of  degree,  the  changes  demanded  involving  no  new 
relation  between  Investors  and  Merchants,  but  only  a 
modification  of  those  already  existing. 

But  between  the  present  system  of  owning  machines  and 

that  here  insisted  upon,  the  difference  is  not  one  of  degree  but 

of  kind,  although  this  difference  disappears  in  proportion  as 

we  retire  into  the  not  far-distant  past.     For  the  last  fifty  years 

of  industrial  life  occupy  a  position  in  economic  history  that  is 

probably  unique,  or  that  at  any  rate  corresponds  to  nothing 

nearer  than  the  industrialism  of  Ancient  Rome.     For  whereas 

all  machines  are  now  owned  or  wholly  controlled  by  Factory 

Masters,  who  are  really  Merchants,  the  principles  here  laid 

down  require  that  they  should  be  owned  or  wholly  controlled 

by  Wage-earners  themselves.     For  it  has  been  shown  that  for 

Wage-earners  to  be   free  they  must  have  control   over  the 

machines  essential  to  the  production  of  their  wages,  just  as 

for  Food-producers  to  be  free  they  must  have  control  over  the 

land  essential  to  the  production  of  Food,  and  for  Merchants 
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to  be  free  they  must  have  control  over  the  deposits  essential 
to  the  purchase  of  stock.  For,  deprived  of  this  control,  Wage- 
earners  sink  into  the  position  of  "hands"  to  Factory  Masters, 
just  as  cultivators  do  into  that  of  serfs  to  Land-owners,  and 
Merchants  into  that  of  debtors  to  Money-lenders. 

.  But  prior  to  the  invention  of  the  steam-engine,  and  its 
accompaniment  of  costly  and  complicated  machinery,  Wage- 
earners  did,  as  a  rule,  and  still  in  primitive  communities 
everywhere  do,  own  the  machines  essential  to  the  production 
of  their  wages,  their  relation  to  Merchants  being  broadly 
identical  with  that  of  shopkeepers  to  Customers,  both  being 
sellers  of  articles  of  manufacture;  that  is,  not  of  hours  of 
labour  service. 

So  long  as  this  relation  is  maintained,  the  necessary  conflict 
of  interest  between  W7age-earners  and  Merchants  must 
express  itself  in  the  same  way  as  the  similar  conflict  of  interest 
between  shopkeepers  and  customers,  viz.,  by  the  Wage- 
earner  refusing  to  accept,  or  the  Merchant  to  give,  the  value 
offered  in  the  one  case  and  demanded  in  the  other,  just  as  the 
shopkeeper  refuses  to  accept  or  the  customer  to  give  the  value 
which  the  latter  offers  or  the  former  demands.  But  such 
refusal  entails  no  cessation  of  manufacture  upon  the  part  of 
the  Wage-earner,  or  of  stocking  on  the  part  of  the  shopkeeper, 
but  merely  a  temporary  cessation  of  dealing,  until  self-interest 
compels  one  side  or  the  other  to  give  way.  Under  such  cir- 
cumstances there  can  be  no  such  thing  as  a  strike  of  Wage- 
earners  against  Merchants,  any  more  than  of  shopkeepers 
against  Customers  ;  but  merely  a  temporary  holding  back  of 
goods  for  higher  value,  which  higher  values  will  be  obtained 
or  not  according  as  public  demand  decides. 

Thus  the  natural  and  proper  dependence  of  Wage-earners 
upon  Merchants  and  of  Merchants  upon  Wage-earners  is  in 
every  respect  similar  to  the  natural  and  proper  dependence  of 
Shopkeepers  upon  Customers  and  of  Customers  upon  Shop- 
keepers. That  is,  the  dependence  is  not  a  persona/  one,  but  a 
general  one ;  not  of  individuals  upon  each  other,  but  of  class 
upon    class.       For    example,    a    Wage-earner    in    any    given 
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locality  is  dependent  for  food,  not  on  the  willingness  of 
Merchants  A  or  B  to  buy  his  labour-services,  but  upon  the 
need  of  Merchants  A,  B,  C,  D,  etc.,  to  make  a  profit  by 
selling  his  labour-products.  Similarly,  a  Merchant  in  any 
given  locality  is  dependent  for  profit,  not  on  the  willingness 
of  Wage-earners  A  or  B  to  accept  his  offer,  but  upon  the  need 
of  Wage-earners  A,  B,  C,  D,  etc.,  to  obtain  food  through  a 
sale  of  their  labour-products  to  some  Merchant. 

But  these  simple  and  natural  relations  between  Wage- 
earners  and  Merchants  were  completely  altered  by  two 
important  and  fairly  contemporaneous  phenomena:  (i)  the 
invention  of  the  steam-engine,  (2)  the  development  of  Modern 
Banking  ;  the  former  necessitating  the  use  of  costly  and 
complex  machinery  in  manufacture,  and  the  latter  facili- 
tating the  borrowing  of  artificially  cheapened  "  deposits " 
by  Merchants. 

At  the  time  of  the  invention  of  the  steam-engine  the 
Wage-earners  of  Great  Britain  had  reached  perhaps  the 
lowest  point  of  poverty  and  dependence  to  which  they  have 
ever  fallen.  With  the  British  demand  for  their  labour-pro- 
ducts all  but  satisfied,  with  no  great  foreign  demand  yet 
arisen,  with  all  possibility  of  home  food-production  denied 
through  the  legal  veto  placed  upon  the  sub-letting  of  land, 
with  the  door  of  easy  emigration  not  yet  opened,  they  were 
wholly  unable,  from  their  poverty,  their  ignorance,  and  the 
atrophy  of  all  co-operative  capacity  amongst  them,  to  make 
the  least  use,  as  a  class,  of  the  gigantic  power  of  steam  now 
first  subdued  to  the  service  of  man.  Up  to  this  time  each 
Wage-earner  still  owned,  to  a  large  extent,  the  comparatively 
simple  and  inexpensive  machines  which  produced  their  various 
wages  ;  but  they  had  no  means  of  possessing  themselves  of 
the  new,  costly,  and  complex  machinery  needed  to  generate 
and  utilise  the  power  of  steam.  This  machinery  consequently 
was  provided  by  the  class  that  had  hitherto  concerned  itself 
with  nothing  but  the  purchase  and  sale  of  labour-products, 
for  through  such  provision  and  the  monopoly  it  secured 
to  them   Merchants  were  enabled,  without  at  the  time  raisins 
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their  payments  to  Wage-earners,  to  enormously  increase  the 
quantities  of  manufactures  they  acquired  for  sale,  and  conse- 
quently their  gross  returns  in  profits. 

Thus  it  comes  that  the  modern  Machine  owner,  mis-called 
a  Manufacturer,  is  economically  a  Merchant,  and  not  a  Wage- 
earner  at  all.  For  his  reward  is  not  such  surplus  of  his  own 
labour-products  as  remain  to  him  over  and  above  what  he  has 
to  sell  for  food,  but  only  such  excess  of  food  units  or  their 
money  tokens  as  he  receives  from  Customers  above  what  he 
has  paid  to  Wage-earners  and  others.  But  such  excess  of 
receipts  over  payments  we  know  to  be  Profits,  and  not  Wages. 
The  Factory  owner  differs  from  a  true  Merchant,  therefore, 
only  in  having  obtained  a  monopoly  of  the  machines  which 
those  Wage-earners  require  who  produce  the  particular  stock  the 
Merchant  deals  in,  which  machines  he  permits  them  to  use 
only  on  terms  exceptionally  advantageous  to  himself. 

But  true  Wage-earners,  as  we  know,  are  not  men  merely, 
but  men  equipped  with  the  machines  essential  to  the  pro- 
duction of  their  particular  wages.  A  Factory  "  hand,"  there- 
fore, is  only  one  part  of  a  Wage-earner,  his  other  part,  the 
machine  essential  to  the  production  of  his  wages,  not  belong- 
ing to  himself,  nor  even  to  one  of  his  class,  the  Wage-earning, 
but  to  someone  of  a  different  class,  the  Mercantile,  whose  im- 
mediate interests  are  necessarily  opposed  to  his  own,  seeing 
that  a  rise  in  the  Merchant's  profits  must  result  from  a  fall  in 
the  manufacturer's  wages,  and  vice  versa.  Factory  "  hands," 
therefore,  no  matter  how  well  paid  at  any  given  time,  can 
never  be  free  and  self-governing  Wage-earners,  but  must 
always  remain  servants,  more  or  less  dependent  upon  the  will 
of  some  machine-owning  Master.  Nor  is  it  possible  by  any 
contrivance  to  make  these  opposing  interests  identical.  For 
so  long  as  Merchants,  no  matter  under  what  name,  continue 
to  possess  the  tools  or  machines  of  Wage-earners,  there 
must  be  constant  irritation,  and  less  or  more  open  conflict. 
Nor  is  this  conflict  due  to  a  sentimental  grievance  only,  its 
radical  cause  is  serious  and  personal  loss.  For  true  Wage- 
earners  are  free,  as  we  know,  to  sell  their  labour-products  to 
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whatever  Merchant  bids  highest  for  them.  But  modern 
factory  hands  can  only  sell  their  labour-services  to  the  very 
few  Merchants  who  own  the  machines  essential  to  the  pro- 
duction of  their  wages.  Thus  the  payment  to  factory  hands 
that  result  from  the  limited  competition  of  Factory  masters  are 
very  much  lower  than  those  that  would  result  from  the  unlimited 
competition  of  true  Merchants.  The  modern  factory  system, 
therefore,  not  only  lowers  the  status  of  Wage-earners  from 
that  of  freemen  to  servants,  by  compelling  them  to  sell  their 
labour-services  instead  of  their  labour-products,  but  also 
reduces  the  rewards  they  are  entitled  to,  by  limiting  the 
number  of  Merchants  who  are  in  a  position  to  make  pur- 
chases from  them. 

Now  the  provision  of  steam  machinery  by  Merchants,  in 
the  way  just  related,  was  made  possible  to  the  extent  to 
which  it  has  developed  only  by  the  contemporaneous  growth 
of  "  Scientific  "  Banking.  Not  that  Bankers  lend  "  deposits  " 
to  Merchants  for  the  purchase  of  machinery,  for  the  circum- 
stances under  which  they  obtain  them  forbid  advances  upon 
mortgage.  But  when  Merchants  have  sunk  their  own  deposits 
in  machinery,  they  readily  obtain  from  Bankers,  so  long  as 
trade  is  fairly  prosperous,  advances  to  meet  their  weekly 
zvages  bill,  i.e.,  to  make  their  purchases  of  stock ;  which 
advances  they  repay  through  sales  to  Customers,  or  rather 
through  a  discount  of  the  bills  they  draw  upon  their  various 
selling  agents,  who  are  forced  to  become  Customers.  With- 
out this  constant  assistance  from  Banks  it  is  quite  certain  that 
the  Modern  Factory  system  of  Great  Britain  could  not 
continue.  It  is,  in  fact,  a  primary  product  of  "  Scientific " 
Banking,  so  much  so  that  were  the  support  which  this  affords 
withdrawn,  the  Factory  system  itself  could  not  long  survive. 

Thus  the  withdrawal  of  the  illegitimate  assistance  which 
now  sustains  Merchants  in  the  artificial  position  of  Factory 
Masters  is  a  necessary  preliminary  to  the  recovery  by  Wage- 
earners  of  their  natural  control  over  the  machines  that 
produce  their  wages.  How  this  recovery  is  likely  to  be 
effected  through  the  development  of  productive  associations 
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amongst  Wage-earners  will  be  considered  later  on  ;  all  that  we 
are  concerned  with  at  present  are  the  hindrances  now  placed 
in  the  way  of  such  associations  through  the  bestowal  upon 
Merchants  of  their  present  wrongful  facilities  for  acquiring 
stock,  and  the  consequent  withholding  from  Wage-earners  of 
their  rightful  facilities  for  hiring  machines. 


CHAPTER  XIII 


REVIEW 


We  are  now  in  a  position  to  realise  the  following  facts  respect- 
ing the  British  currency  : — 

(i)  That  it  consists  at  present  of  about  1,300,000,000  pound 
units,  exclusive  of  the  subsidiary  coins  or  change  which  serve 
as  dividers  of  these  units. 

(2)  That  each  of  these  pound  units  is  by  Law  declared  to 
contain,  and  popularly  is  believed  to  be  convertible  on 
demand  into,  123*274  grains  of  standard  gold. 

(3)  That  no  more  than  10  per  cent.,  or  130,000,000,  of  these 
pound  units  are  composed  of  gold  or  convertible  into  it,  the 
remaining  90  per  cent.,  or  1,170,000,000,  not  being  composed 
of  gold,  nor  by  any  possibility  convertible  into  it. 

(4)  That  these  130,000,000  legal  pounds  are  coins  and 
notes  almost  wholly  in  the  hands  of  the  public,  while  those 
1,170,000,000  non-legal  pounds  are  figures  wholly  in  the 
ledgers  of  Bankers. 

(5)  That  against  these  1,170,000,000  of  ledger  pounds  are 
drawn  all  the  cheques  paid  in  Great  Britain,  which  pretend  to 
be  transfers  of  gold  coins,  and  make  up  99  per  cent,  of  the 
money  payments  of  the  country. 

(6)  That  this  gradual  substitution  of  valueless  tokens  for 
valuable  coins  has  resulted  from  (a)  the  increasing  use  of 
public  banks  as  safes  for  private  deposits  ;  (b)  the  increasing 
demand  for  tokens  easier  to  transmit  than  coins,  but  repre- 
senting and  convertible  on  demand  into  them ;  (c)  the  increas- 
ing demand  for  loans  of  deposits  by  Merchants  ;  (d)  the 
undertaking  of  the  functions  of  public  money-bankers  by 
private  money-brokers. 

(7)  That  the  combined  effect  of  these  several  causes  has 
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been  to  convert  the  British  currency  from  what  the  Law 
declares,  and  the  public  believe  it  to  be,  a  currency  of  intrinsi- 
cally valuable  equivalents,  into  a  currency  of  intrinsically 
valueless  tokens. 

(8)  That  so  long  as  the  legal  currency  of  Great  Britain 
was  practically  a  national  one — one,  that  is,  of  which  the  units 
were  not  mechanically  convertible  into  those  of  any  other 
country,  this  discrepancy  between  legal  and  actual  currency 
did  not  affect  the  volume  of  British  exports,  however  much  it 
disturbed  the  distribution  of  British  profits. 

(9)  That  in  the  year  1872,  and  afterwards,  the  legal 
standard  of  Great  Britain  became  also  the  legal  standard  of 
the  poorer  nations  around  her,  by  their  adopting  fixed  weights 
of  gold  as  their  standard  of  values  in  place  of,  as  hitherto, 
fixed  weights  of  silver. 

(10)  That  the  immediate  result  of  this  change  was  to 
automatically  make  the  labour-products  of  these  poorer 
countries  cheaper  in  price,  although  still  remaining  higher  in 
value  than  the  same  classes  of  labour-products  in  Great 
Britain,  thus  enabling  the  former,  other  things  being  equal,  to 
undersell  the  latter  in  all  markets  free  to  both.  A  necessary 
result  of  which  artificial  handicap  is  the  increasing  displace- 
ment since  1872  of  British  manufactures  by  foreign  ones  in 
all  markets  equally  open  to  both,  and  the  consequent  falling- 
off  in  the  volume  of  British  exports. 

(11)  This  artificial  handicap  is  immensely  increased  by  the 
volume  of  the  British  currency,  and  therefore  the  level  of 
British  prices,  being  swollen  by  the  vast  issues  of  valueless 
pound  units,  which  pretend  to  be  composed  of  gold,  but  have 
really  no  connection  with  it,  so  that  the  excessive  volume  of 
Britain's  pretended  gold  currency,  which  had  no  effect  upon 
her  exports  when  the  legal  standard  of  all  poorer  nations 
(France  only  excepted)  was  silver,  became  immediately  a 
growing  burthen  upon  her  merchants  as  soon  as  the  legal 
standard  of  these  poorer  nations  was  made  gold. 

(12)  That  the  high  level  of  British  prices,  when  made  com- 
parative,   through    the    internationalising    of    her    standard, 
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necessarily  increases  the  inducement  of  foreign  importers  to 
remove  gold  from  Great  Britain  instead  of  Manufactures ; 
that  this  removal  constantly  exposes  British  Banks  to  the 
danger  of  having  their  minute  central  reserve  of  gold  depleted, 
while  to  prevent  this  depletion,  when  it  threatens,  the  Bank  in 
charge  of  this  reserve  (i)  heavily  taxes  British  Merchants, 
not  foreign  ones,  by  raising  their  rates  for  loans  ;  (2)  makes 
loanable  money  scarce  by  itself  borrowing  largely  in  order  to 
compel  Merchants  to  pay  these  raised  rates.  So  that  when 
borrowing  at  home,  no  less  than  when  selling  abroad,  British 
Merchants  are  handicapped  by  the  fiction  of  the  national 
currency  being  a  gold  one. 

(13)  That  the  worst  sufferers  from  the  internationalising  of 
the  British  standard  are  not  British  merchants  but  British 
Food-producers,  who,  solely  through  it,  and  for  the  first  time 
in  their  history,  have  been  brought  into  direct  competition  for 
prices  with  the  Food-producers  of  the  poorer  countries  around 
them  ;  and,  owing  to  this  competition,  are  compelled  to  accept 
constantly  smaller  sums  of  money  for  the  same  quantities  of 
food,  while  still  compelled  to  pay  the  same  sums  of  money  in 
discharge  of  what  legally  remain,  but  no  longer  really  are,  the 
same  debts. 

(14)  That  the  adoption  of  Britain's  legal  standard  by  so 
many  poorer  nations,  and  the  disadvantageous  competition 
for  prices  thus  for  the  first  .time  thrust  upon  British  Merchants, 
Manufacturers,  and  Food-producers,  imposes  a  purely  arti- 
ficial burthen  upon  them  which  must  necessarily  grow  heavier 
with  every  reduction  in  the  cost  of  transport  and  every 
improvement  in  the  preservation  of  perishable  articles. 

(15)  That  this  internationalising  of  British  money  has 
nothing  to  do  with  the  90  per  cent,  of  her  currency  units,  by 
means  of  which  99  per  cent,  of  all  British  payments  are  made, 
but  only  affects  that  10  per  cent,  composed  of  gold,  or  conver- 
tible into  it,  which  Britons  have  ceased  to  employ,  except  to 
the  extent  of  1  per  cent,  of  their  payments.  So  that  the  only 
purpose  now  served  by  gold  in  the  currency  system  of  Great 

Britain  is  to  confer  upon  foreign  Merchants,  Manufacturers,  and 
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Food-producers  an  artificial,  illegitimate,  and  disastrous  advan- 
tage over  corresponding  classes  in  Great  Britain. 

The  above  is  a  rapid  summary  of  the  chief  national  evils 
which  result  from  confounding  the  1,170,000,000  of  ledger 
pounds  created  by  Money-brokers  which  now  compose  90  per 
cent,  of  Great  Britain's  currency,  and  discharge  99  per  cent,  of 
her  internal  payments,  with  the  130,000,000  of  legal  pounds 
imported  by  Merchants,  which  alone  became  internationalised 
in  1872.  We  will  now  similarly  summarise  the  class  injustices 
which  result  from  these  1,170,000,000  of  ledger  pounds  being 
created  by  Money-brokers  in  their  own  interest,  instead  of  by 
the  State  in  the  interests  of  all. 

Food-Producers. 

The  injuries  which  result  to  British  Food-producers  as  a 
class  from  the  issue  of  currency  units  by  Money-brokers 
instead  of  by  the  State  are  rather  indirect  than  direct,  being 
mainly  observable  since  1872,  when  the  fictitiously  high  prices 
which  such  issues  induced  having  determined  the  burthen  of 
Rent  and  other  money  debts  placed  upon  land,  left  the  British 
farmer  unable  to  bear  that  fall  in  price  of  his  food-products  to 
their  gold  bullion  level  in  poorer  countries,  which  followed  the 
foreign  adoption  of  the  British  legal  standard.  It  is,  therefore, 
the  inflation  rather  than  the  origin  of  the  pretending  bullion 
currency  of  Great  Britain  that  has  injured  British  agriculture 
since  1872,  and  must  continue  to  do  so  as  long  as  her  present 
fictitious  standard  is  maintained.  For  the  debts  of  British 
farmers  are  now  determined  by  one  scale  of  prices,  that  of  the 
inflated  home  currency  ;  but  their  means  of  paying  these  debts 
by  another,  that  of  bullion  prices  in  the  poorest  gold-using 
countries,  so  that  necessarily  they  are  crushed  out  of  agriculture 
by  the  automatic  grinding  of  these  monetary  millstones. 

Wage-Earners. 

The  injuries  which  result  to  British  Wage-earners  as  a  class 
from  the  issue  of  currency  units  by  Money-brokers  instead  of 
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by  the  State  are  also  indirect  rather  than  direct ;  for  they  are 
due  to  the  artificial  competition  set  up  by  Bankers,  through 
advances  to  men  of  straw,  against  true  Merchants,  which 
compels  these  latter  to  monopolise  machinery  in  order  to  pre- 
serve their  natural  right  to  exclusive  trade  dealings  with 
Wage-earners.  The  consequence  of  such  monopoly  being 
that  Wage-earners  as  a  class  are  deprived  of  their  rightful 
control  over  the  machines  essential  to  the  production  of  their 
wages,  and  are  thereby  condemned  to  the  servile  status  and 
reduced  rewards  of  "  factory  hands." 

Profit-gainers  or  Merchants. 
Merchant. 


I  i 

Investor.  Merchant. 


Investor.         Money-broker.  Merchant.  Shopkeepers. 

The  injury  which  results  to  British  Profit-gainers  or  Mer- 
chants from  the  creation  of  currency  units  by  Money-brokers 
instead  of  by  the  State  are  direct  and  immediate,  and 
disastrously  affect  each  of  the  many  branches  of  this  most 
important  of  all  classes  in  a  civilised  community.  We  will 
here  deal  with  the  chief  only  of  these  branches  and  not  their 
later  sub-divison,  and  in  the  order  in  which  they  are  shown  to 
develop  in  the  above  genealogical  Table. 

Investors. 

We  know  from  the  history  of  the  commercial  class  as  set 
forth  in  Pure  Economics  that  when  a  certain  stage  in 
mercantile  development  has  been  reached,  that  in  which 
profits  have  been  largely  reduced  by  competition  amongst 
Merchants,  there  are  but  two  ways  in  which  individual 
Merchants  can  maintain  or  raise  their  incomes  :  (i)  By 
selling   larger    quantities    of  stock    in    existing    markets,   an 
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alternative  that  requires  the  investment  of  larger  deposits  in 
the  purchase  of  stock  ;  (2)  by  opening  up  new  markets  from 
which  the  old  or  higher  rates  of  profit  can  be  obtained,  an 
alternative  which  requires  the  running  of  greater  risks  and 
the  waiting  longer  for  returns.  The  latter  alternative,  with 
which  we  are  not  now  concerned,  will  naturally  be  most 
followed  by  those  Merchants  who,  whilst  possessing  some 
deposits  of  their  own,  have  not  credit  enough  to  borrow 
additional  deposits  freely.  The  former  alternative,  with 
which  we  are  now  concerned,  will  be  just  as  naturally 
followed  by  those  other  Merchants  who  not  only  possess 
deposits  of  their  own,  but  have  credit  enough  to  borrow 
additional  deposits  freely. 

Now  these  additional  deposits  they  can  obtain  only  from 
such  Depositors,  or  owners  of  accumulated  hoards  of 
currency  units,  as  are  induced  by  the  dividends  offered 
to  become  Investors.  Thus  Investors  are  natural  and 
necessary  contributors  to  the  extension  of  commerce,  and 
sharers  in  the  benefits  which  its  enlarged  operations  diffuse. 
But  the  continued  multiplication  of  Depositors  who  wish  to 
invest,  and  of  Merchants  who  wish  to  borrow,  soon  develops 
from  amongst  Investors  a  sub-class  of  Agents  or  Brokers,  who 
make  it  their  special  business  to  acquaint  themselves  with  the 
business  and  characters  of  Merchants,  and  advise  Investors  as 
to  whom  they  can  trust.  These  Investing  Agents  or  Money- 
brokers  eventually,  and  quite  beneficially,  monopolise  the 
placing  of  commercial  investments,  living  themselves  upon 
the  commission  they  charge  for  their  assistance,  their  sole 
function  being  to  act  as  intermediaries  between  Investors 
and  Merchants  when  the  multiplicity  of  borrowings  make 
their  services  a  necessity. 

Now  it  is  just  these  Investing  Agents,  or  Money-brokers, 
who  by  being  permitted  to  add  to  their  own  the  wholly 
incompatible  function  of  Bankers,  have  thereby  acquired  the 
power,  in  the  way  we  have  described,  of  creating  unlimited 
sums  of  fictitious  deposits,  which  they  advance  to  Merchants 
upon  their  own  behalf,  not  now  as  Agents  of  Investors,  but  as 
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Principals  independent  of  them,  and  at  rates  which  Investors 
cannot  possibly  accept.  Thus  instead  of  fulfilling  their  only 
proper  function,  that  of  acting  as  conduits  for  the  conveyance 
of  deposits  from  Investors  to  Merchants,  Money-brokers, 
masquerading  as  Bankers,  have  become  an  impassable  wall 
separating  these  two  classes,  absolutely  cutting  off  Investors 
from  their  chief  source  of  legitimate  returns,  Merchants,  and 
Merchants  from  their  only  source  of  legitimate  loans, 
Investors. 

With  an  impassable  dam  thus  thrown  across  the  natural 
outlet  for  investments,  these  are  forced  back  in  a  contrary 
direction,  until  their  swelling  volume  becomes  an  increasing 
source  of  danger  and  injury  to  the  whole  community,  instead 
of  what  economically  it  should  be,  a  blessing.  Invested  with 
Merchants,  every  increase  in  the  total  of  deposits  lent  helps  to 
stimulate  competition  and  break  down  monopolies;  withheld 
from  them,  every  increase  in  the  volume  of  deposits  invested 
serves  to  stifle  competition  and  create  monopolies. 

Of  all  monopolies  thus  created  in  Great  Britain,  the  most 
gigantic  and  the  most  injurious  is  that  of  Railroads,  those 
highways  of  iron  which  are  essential  to  the  general  application 
of  steam  to  land  transport,  the  provision  of  increasing  facilities 
for  which  is,  as  Pure  Economics  tells  us,  the  second  great 
economic  duty  of  the  State,  the  just  regulation  of  its 
currency  being  the  first.  For  the  prosperous  multiplication 
of  the  people  absolutely  depends  upon  a  continuous  fall  in 
values,  and  this  cannot  take  place  unless  there  is  the  freest 
and  keenest  competition  amongst  Carriers  for  freight  as  well 
as  amongst  Merchants  for  profits,  and  Wage-earners  for  cost. 
For  Value,  as  we  know,  is  made  up  everywhere  but  at  the 
place  of  production  of 

Cost  +  Freight  +  Profit. 

So  that  if  Freights  become  torpid  or  fixed,  no  reductions  in 
Cost  or  Profit  can  possibly  secure  that  continuous  fall  in 
values  essential  to  economic  progress. 
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But  the  necessary  effect  of  the  Monopolising  of  Railroads 
by  Investors,  which  has  been  a  direct  result  of  their  exclusion 
from  Dividends,  has  been  to  increasingly  diminish  the  com- 
petition amongst  land-carriers,  so  much  so  that  Railway 
freights  in  Great  Britain  have  remained  so  stationary,  in  spite 
of  the  contemporary  falls  in  Cost  and  Profits,  that  tJi?y  now 
constitute  a  crushing  burthen  upon  agriculture,  manufacture, 
and  trade,  and  a  benefit  to  none  but  the  illegitimate  mono- 
polists of  these  roads. 

But  the  monopoly  of  Railroads  by  Investors  is  only  one  of 
the  many  forms  of  illegitimate  and  injurious  investments 
which  have  taken  the  place  of  legitimate  and  beneficial  ones. 
It  sufficiently  illustrates  the  nature,  however,  without  in  any 
way  indicating  the  extent  of  the  injury  done  to  the  whole 
community  by  the  forced  diversion  of  the  great  river  of 
investment  from  its  natural,  beneficent,  and  most  productive 
channel  through  the  occupation  of  this  channel  by  the 
spurious  deposits  created  by  Money-brokers. 

Merchants. 

Nothing  would  seem  at  first  sight  more  advantageous  to 
Merchants,  as  a  class,  than  to  obtain,  no  matter  how  or  whence, 
purchasing  power  over  Stock  at  the  lowest  possible  cost  in 
dividends.  The  delusive  attractiveness,  indeed,  of  this  ap- 
parently self-evident  proposition  alone  accounts  for  the 
unmurmuring  acceptance  by  Merchants  of  the  present  Bank- 
ing system.  But  we  have  now  learnt  enough  of  the  permanent 
condition  of  mercantile  success  to  realise  how  easily  and  how 
completely  this  one  advantage  of  cheapness  in  loans  may  be 
transformed  into  a  disadvantage  when  the  conditions  in- 
separable from  it  are  loss  of  freedom,  limitations  in  time,  non- 
division  of  risks,  and  increase  of  competition,  all  of  which 
drawbacks  accompany  the  acceptance  by  Merchants  of  their 
illegitimately  cheapened  advances  from  Bankers.  Indeed, 
the  dealings  of  these  latter  with  the  former  irresistibly  recall 
the  old,  old  fable  of  the  man  who,  for  present  gains,  sets  his 
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name  in  blood  to  the  bond  that  assigns  him,  body  and  soul, 
to  the  Devil.  For  we  have  shown  how  these  several 
limitations  not  only  curtail  eventually  the  trading  operations 
of  the  Merchant,  but  compel  him  to  assume  unjust  relations 
towards  Wage-earners,  which  place  him  in  perpetual  and 
wrongful  conflict  with  them,  and  pervert  his  whole  view  of 
his  and  their  respective  functions  and  mutual  obligations. 
While  in  his  competition  with  the  freer  Merchants  of  other 
nations,  the  fetters  in  which  he  works  heavily  handicap  him 
in  all  adventures  requiring  enterprise  and  independence, 
while  entailing  at  the  same  time  uncertainty  as  to  time  and 
risk  as  to  results. 

Shopkeepers. 

According  to  Pure  Economics,  Shopkeepers  are  the  selling 
agents  of  Merchants,  the  Stock  credited  to  them  for  sale  re- 
maining the  property  of  the  Merchants  until  sold  for  cash  to 
Customers.  No  credit  being  permissible,  as  between  Shop- 
keeper and  Customer,  since  for  the  former  to  part  with  his 
principal's  stock,  except  for  Money,  is  to  commit  a  breach  of 
trust,  and  show  himself  unworthy  of  credit.  As  thus  con- 
ducted, the  whole  responsibility  of  trade  rests  upon  the 
Merchant,  it  being  useless  for  him  to  thrust  upon  his  agent 
more  goods  than  the  latter  can  sell  to  Customers.  Thus  the 
volume  of  Shopkeepers'  sales  to  Customers  regulates  that  of 
Importers'  credits  to  Shopkeepers,  and  the  volume  of  Im- 
porters' credits  to  Shopkeepers  that  of  Exporters'  purchases 
from  Wage-earners. 

Under  the  present  system,  however,  this  chain  of  responsi- 
bility is  broken  in  many  places,  and  practically,  therefore, 
ceases  to  exist  ;  for  by  the  State  undertaking  to  extract 
money  from  customers,  shopkeepers  are  encouraged  to  give 
them  goods  without  payment,  a  practice  which  cuts  at  its 
root  the  essential  principle  of  successful  trade,  for  it  does 
away  with  the  only  true  test  of  economic  demand,  purchases 
by    customers    from    shopkeepers,    acquisition    without   pay- 
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meiil  being  no  purchase  at  all.  Under  this  system,  therefore, 
a  personal  desire  for  goods  is  made  more  or  less  equivalent  to 
an  economic  demand  for  them,  and  a  worthless  idler  without 
money  is  enabled  to  live  often  in  greater  luxury  than  an 
industrious  and  honest  man  with  it.  As  a  necessary  con- 
sequence, there  is  an  enormous  indebtedness  to  Shopkeepers 
throughout  the  United  Kingdom  of  purely  nominal  customers 
who  have  been  allowed  to  become  illegitimately  possessed 
of  goods  without  any  means  of  paying  for  them.  What  may 
be  the  total  of  this  irredeemable  indebtedness  it  is,  of  course, 
impossible  to  say,  but  I  have  little  doubt  of  its  amounting  to 
several  hundred  million  pounds.  Thus  the  State,  by  pretend- 
ing to  recover  for  Shopkeepers'  credits  given  to  customers, 
a  feat  impossible  of  performance,  encourages  a  purely  fictitious 
demand  for  shop  goods,  and  ensures  the  bankruptcy  of 
multiplying  shopkeepers. 

This  fictitious  demand  from  Shopkeepers  for  goods  which 
are  never  paid  for  creates  a  correspondingly  fictitious  demand 
amongst  Merchants  for  imports  which  should  never  be  made. 
For  shopkeepers  borrow  fictitious  deposits  from  Bankers  to 
meet  their  acceptances  to  Merchants,  and  thus  illegitimately 
end  the  responsibility  of  these  latter  long  before  its  only 
proper  termination,  true  payments  by  customers ;  while  their 
promissory  notes  to  Bankers  are  yearly  liquidated,  to  ever- 
increasing  extent,  by  sales  of  their  property  as  bankrupts,  by 
money  extorted  from  sureties,  or  their  inclusion  amongst  the 
"bad  debts  "  of  Bankers,  each  of  which  illegitimate  forms  of 
"  payment  "  is  a  necessary  consequence  of  the  State's  illegiti- 
mate interference  between  Shopkeepers  and  Customers. 

It  is  true  that  Shopkeepers,  by  obtaining  fictitious  deposits 
from  Bankers,  and  with  them  "purchasing"  stock  that  must 
otherwise  be  obtained  as  "credits"  from  Merchants,  if  it  is 
obtained  at  all,  become  seemingly  independent  of,  or  rather 
themselves  transformed  into,  Merchants.  But  this  indepen- 
dence is  just  as  unreal  as  the  deposits  which  "purchase"  it. 
For  the  dependence  of  a  trusted  agent  upon  a  Merchant  is 
independence  itself  as  compared  with  that  of  a  bonded  debtor 
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upon  a  Usurer,  while  even  this  worthless  appearance  of 
independence  is  purchased  at  the  cost  (i)  of  the  whole  risks 
of  sales  being  now  thrown  upon  Shopkeepers  ;  (2)  of  the 
numbers  of,  and  therefore  the  competition  between,  Shop- 
keepers being  enormously  increased  ;  (3)  of  increasing 
quantities  of  bankrupt  stock  being  forced  upon  customers  ; 
(4)  of  its  becoming  almost  impossible  to  sell  only  for  cash 
when  adjacent  rivals  "  sell  "  freely  on  credit.  Thus  the  price 
exacted  from  the  Shopkeeper  for  his  apparent  rise  in  the 
social  scale  is  his  almost  inevitable  fall  in  the  moral  one. 

But  the  whole  structure  of  shopkeeping  "  independence  " 
rests  upon  nothing  but  the  fictitious  deposits  of  Bankers. 
For  Shopkeepers  as  a  class  could  not  command  such  ad- 
vances from  Investors  as  would  assure  that  increase  in  the 
number  and  variety  of  shop  goods  necessary  to  maintain  or 
multiply  sales  ;  nor  would  they  need  them  once  the  State  had 
ceased  to  encourage  their  "selling"  on  credit,  and  so  com- 
pelled them  as  a  class  to  sell  only  for  cash. 

Not  in  one  only,  then,  but  in  every  economic  relation  the 
present  Banking,  or  rather  monetary,  system  acts  as  a  power- 
ful but  unperceived  agent  of  evil.  It  does  not  prevent  the 
development  of  those  new  and  necessary  classes  which  every 
progressive  community  throws  out  as  certainly  as  a  healthy 
tree  does  leaves  and  branches,  but  it  so  transforms  the  natural 
and  beneficial  relations  of  these  classes  to  each  other  that, 
where  good  should  result,  we  see  little  but  evil,  and  where 
mutual  assistance  and  harmony,  opposing  interest  and 
disastrous  conflicts.  Nor  is  this  result  to  be  wondered  at. 
We  are  to  know  a  tree  by  its  fruits,  and  this  tree,  from  a 
small  and  perhaps  excusable  "  error,"  has  grown  into  a  far- 
reaching  and  ubiquitous  lie,  loudly  proclaiming  itself  in  theory 
and  fact  to  be  one  thing,  and  being  both  in  theory  and  fact 
its  exact  converse.  And  now  over  the  whole  Banking 
community,  like  some  huge  suspended  sword,  hangs  a  vague 
and  semi-conscious  dread  of  this  lie  being  exposed — a  dread 
which  creates  that  state  of  commercial  and  financial  nervous- 
ness which    is    such    a    conspicuous    and    painful    feature    of 
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modern  life.  And  this  dread  is  fully  justified,  seeing  that  the 
least  check  placed  upon  the  issue  of  fictitious  deposits  by- 
Bankers  causes  an  immediate  contraction  in  the  circulation,  a 
corresponding  fall  in  prices,  a  falsification  against  debtors  of 
all  time  bargains,  and,  in  multiplying  instances,  a  necessary 
failure  in  fulfilling  them.  Hence  the  imperative  need  to 
grasp  at  profits,  however  obtained,  the  impossibility  of  waiting, 
the  reluctance  to  enter  upon  any  protracted  commercial 
undertaking,  the  tendency  of  national  commerce  to  become  a 
succession  of  crises,  less  or  more  acute,  not  because  of  the 
natural  risks  inseparable  from  trade,  but  because  of  the  state 
of  financial  fever  in  which  it  is  carried  on. 

What,  then,  is  the  only  remedy  for  this  state  of  disease  ? 
There  is  a  spurious  one  so  widely  advertised  and  so  firmly 
believed  in  that  it  is  advisable  to  briefly  consider  it  before 
setting  forth  the  true  one.  This  spurious  remedy  is  Bi- 
metallism. 


CHAPTER  XIV 
BI-METALLISM 

THOSE  who  urge  the  adoption  of  Bi-metallism,  i.e.,  the  legal 
right  of  all  debtors  to  tender  fixed  weights  (in  settled  propor- 
tions) of  either  gold  or  silver  in  discharge  of  all  British 
contracts  expressed  in  pound  units,  do  not  pretend  that  such 
adoption  would  be  a  remedy  for  the  diseased  state  of  the 
British  currency  produced  by  the  present  Banking  System,  or 
for  the  loss  resulting  to  Great  Britain  from  her  national 
currency  becoming  international,  and  this  for  the  very  simple 
reason  that  they  do  not  acknowledge  that  there  is  anything 
wrong  in  the  present  Banking  system,  while  they  regard 
internationality  in  money  not  as  a  cause  of  loss  to  Great 
Britain,  but  of  gain.  The  utmost  that  Bi-metallists  do  is  to 
recognise  that  since  1872  two  phenomena  have  exhibited 
themselves:  (1)  that  prices  in  Great  Britain  have  greatly 
fallen  ;  (2)  that  rates  of  exchange  with  silver-using  countries, 
i.e.,  the  price  of  the  silver  money  units  of  these  countries  in 
terms  of  British  pounds,  or  their  dividers,  shillings  and  pence, 
have  fallen  with .  them.  What  they  seek  to  accomplish, 
therefore,  through  the  adoption  of  their  proposal,  is  to  reverse 
these  two  phenomena,  i.e.  (1)  to  raise  prices  in  Great  Britain 
by  adding  to  the  number  of  pound  units  in  circulation  ;  (2)  to 
raise  and  steady  rates  of  exchange  with  silver-using  countries 
by  making  fixed  numbers  of  the  money  units  of  these 
countries  mechanically  convertible  into  fixed  numbers  of 
British  pound  units.  In  other  words,  they  wish  to  restore  in 
Great  Britain  the  pound  prices  (1)  of  commodities,  and  (2)  of 
foreign  money  units  of  silver,  to  about  their  level  prior  to 
1872,  while  they  believe  that  the  measure  they  advocate  will, 

if  adopted,  secure  these  two  objects ;  and  that,  these  secured, 
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Great  Britain  will  be  restored  to  the  same  commercial  position 
in  respect  to  other  countries  as  she  enjoyed  prior  to  1872. 
We  will  now  consider,  therefore,  how  far  these  two  expecta- 
tions are  justified  by  facts. 

The  Fall  in  British  Prices. 

There  is  not  much  doubt  that  if  the  Bi-metallist  explanation 
of  the  fall  in  British  prices  were  correct  an  adoption  of  their 
reined)-  would  raise  them.  This  explanation  is  that  British 
pound  prices  have  fallen  because  of  a  deficiency  in  the  supply 
of  gold  pounds  (whether  in  the  form  of  coins,  notes,  or  cheques) 
consequent  on  the  new  demand  since  1872  for  such  pounds 
abroad.  If,  therefore,  to  such  reduced  share  in  the  world's 
total  of  gold  pounds  as,  since  1872,  is  alone  available  for  use 
in  Great  Britain,  there  be  added  her  share  in  the  total  of  silver 
pounds  (let  the  weight  of  these  be  fixed  at  what  multiple  of 
gold  it  may),  then  the  total  number  of  metallic  pounds  in 
Great  Britain  being  raised,  the  general  level  of  pound  prices 
will  be  raised  too.  This  proposition  is  so  self-evident  that  if 
the  minor  premiss  be  true  (the  major  being  that  price  is  the 
relation  of  articles  sold  to  the  number  of  money  units 
employed  in  purchasing  them),  and  if  it  cover  the  whole  ground 
in  question,  the  Bi-metallist  conclusion  follows  as  a  matter  of 
course.  But  neither  is  the  minor  premiss  true  that  pound 
prices  in  Great  Britain  have  fallen  because  of  a  deficiency  in 
gold  pounds,  nor,  if  it  were,  would  her  commercial  position 
in  respect  to  rival  countries  be  in  the  slightest  degree  improved 
by  an)'  rise  in  such  prices. 

That  the  fall  in  pound  prices  is  not  due  to  any  deficiency 
in  gold  pounds  becomes  evident  when  we  recollect  (1)  that 
the  pounds  which  determine  prices  in  Great  Britain  are  not 
gold  pounds  at  all,  but  ledger  pounds  ;  (2)  that  Bankers  have 
remained  just  as  free  since  1872  as  before  it  to  issue  these 
pounds  in  whatever  numbers  were  required  by  Merchants. 
Either  Merchants,  then,  have  not  required  as  many  ledger 
pounds   since   1872  as  before  to  carry  on    the  same   volume 
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of  trade,  or  the  volume  of  trade  has  itself  diminished.  But  as 
in  neither  case  has  this  been  due  to  any  deficiency  in  the 
supply  of  pounds;  so  in  neither  case  could  an  increase  in  such 
supply  provide  a  remedy. 

Of  course  Bi-metallists  recognise  that,  as  since  1872  the 
currency  of  Great  Britain  has  become  international,  any  rise 
in  her  prices  can  only  take  place  contemporaneously  with  a 
rise  in  those  of  other  countries  using  the  same  standard. 
They  therefore  insist,  and  from  their  point  of  view,  quite 
rightly,  upon  an  international  and  not  merely  a  national 
adoption  of  their  proposal.  When  doing  this,  however,  they 
not  merely  ignore  the  disadvantages  which  a  wealthy  country 
immediately  comes  under  when  its  standard  currency  unit  is 
adopted  by  poorer  countries,  through  its  being  forced  to  take 
part  in  a  wholly  new  competition  for  prices,  but  would 
enormously  and  voluntarily  increase  this  disadvantage  by 
extending  such  competition  from  the  poor  and  numerous  pro- 
ducers in  all  gold-using  countries  to  the  poorer  and  innumerable 
producers  iii  all  silver-using  countries,  and  this  they  do  through 
not  having  realised  the  specifically  different  nature  of  the 
only  competition  that  is  possible  between  nations  using 
different  currency  units,  and  that  which  becomes  inevitable 
directly  they  use  the  same.  For  the  only  common  standard 
of  comparison  in  the  former  case  is  that  of  food  values, 
measured  by  which  the  advantage  in  all  international  com- 
petition amongst  Merchants  for  customers  rests  with  the 
wealthier  country,  while  there  is  no  international  competition 
at  all  amongst  food-producers  for  money  units.  But  the 
inevitable  standard  of  comparison  in  the  latter  case  is  that  of 
money  prices,  measured  by  which  the  advantage  in  all  inter- 
national competition  amongst  Merchants  for  customers  rests 
with  the  poorer  country,  while  there  is  at  once  set  up  a  fierce 
international  competition  amongst  food -producers  for  money 
units,  necessarily  fatal  to  those  of  the  wealthier  country.  But 
it  is  just  because  this  latter  standard  of  competition  was 
substituted  in  1 872  for  the  former  one,  as  between  Great  Britain 
and  the  poorer  countries,  which  then  adopting  her  currency 
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unit,  that  prices  in  the  former  have  been  forced  down  to  a  level 
with  those  in  the  latter,  with,  as  we  have  seen,  such  crushing 
loss  to  British  agriculture  and  grave  injury  to  British 
commerce.  Nor  would  any  general  rise  in  prices,  such  as 
might  (in  manufactures)  result  for  a  time  from  the  remonetis- 
ation  of  silver  abroad,  do  anything  to  remove  the  evils 
inseparable  from  the  use  of  an  artificial  standard  injurious  to 
Great  Britain  in  place  of  a  natural  one  beneficial  to  her.  To 
further  extend,  then,  the  dominion  of  this  artificial  and 
injurious  standard  to  the  vast  and  impoverished  populations 
of  the  silver  using  countries  now  free  from  it  would  be  to 
bring  final  and  overwhelming  disaster  upon  British  agri- 
culturists, while  exposing  British  Merchants,  in  the  markets 
of  these  countries,  to  the  same  kind  of  competition  as  has 
already  proved  so  injurious  to  them  in  the  markets  of  gold- 
using  countries. 

We  can  thus  see  that  it  is  not  any  deficiency  in  the  supply 
of  pounds  that  since  1872  has  done  so  much  harm  to  British 
agriculture  and  commerce,  which  supposed  deficiency  it  was 
the  original  object  of  Bi-metallists  to  make  good,  but  that  it  is 
the  common  competition  for  money  units  first  started  in  that 
year  between  producers  in  Great  Britain  and  those  in  poorer 
countries,  in  which  countries  all  prices  are  necessarily  lower, 
because  the  number  of  common  money  units  per  head  circu- 
lating in  them  is  much  smaller.  The  broad  effect,  therefore, 
of  the  Bi-metallic  remedy,  if  adopted,  would  be  to  enormously 
stimulate  and  extend  this  artificial  competition  for  common 
money  units,  which  has  already  proved  so  disastrous  to 
British  agriculture  and  commerce,  while  not  even  aiming 
at  anything  more  useful  as  regards  Great  Britain  than 
a  very  limited  expansion  in  a  currency  which  has  all 
along  been  perfectly  free  to  expand  without  any  limit  at 
all. 

Let  us  now  see  whether  the  disadvantages  to  Great  Britain 
inseparable  from  extending  the  competition  for  common  money 
units  to  yet  poorer  countries  would  be  in  any  way  com- 
pensated   for    by   raising   the    rates    of  exchange    with    those 
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countries,  and  making  such  rates  more  stable  than  at  present, 
this  being  the  secondary  aim  of  Bi-metallists. 


The  Fall  in  Foreign  Exchanges. 

It  has  been  already  pointed  out  that  the  immense  import- 
ance at  present  attached  in  mercantile  and  financial  classes 
to  stability  in  foreign  exchanges  is  zvliolly  due  to  the  arti- 
ficial conditions  under  which  deposits  are  advanced  to  Merchants. 
Forced  as  these  are  to  depend  for  advances  upon  Bankers, 
and  compelled  as  Bankers  are  to  require  the  repayment  of 
these  advances  at  short  and  determined  dates,  the  rates  of 
exchange  at  which  Merchants  can  sell  their  foreign  drafts 
completely  supersedes  in  importance  the  quantities  of  foreign 
imports  obtained  in  return  for  given  quantities  of  exports,  and 
the  prices  in  home  money  realised  by  these  imports  when  sold 
at  home.  In  other  words,  the  only  two  factors  in  foreign 
commerce  of  any  real  importance  to  all  classes  of  the  com- 
munity are  put  wholly  out  of  sight  by  a  third  of  no  importance 
at  all,  save  to  non-essential  divisions  of  the  Merchant  class. 
Naturally,  under  these  circumstances  there  grows  up  the 
delusion  that  stability  in  rates  of  exchatige  is  the  prime  factor 
in  the  successful  conduct  of  foreign  trade,  and  that  consequently 
the  securing  of  such  stability  should  become  the  primary  aim  of 
all  national  monetary  legislation.  Chief  amongst  the  victims 
of  this  delusion  are  the  advocates  of  Bi-metallism,  who, 
although  at  the  commencement  of  their  crusade  putting  the 
raising  of  British  prices  in  the  foreground  of  their  programme, 
have  insisted  latterly  upon  the  yet  greater  importance  of 
securing  stability  in  foreign  exchanges.  But  we  learnt  in 
Chapter  IX.  of  Book  I.  that  while  stability  in  international 
exchanges  had  not,  under  the  legitimate  conditions  of  finance 
then  assumed,  the  slightest  effect  in  determining  the  volume  of 
trade  with  any  foreign  country,  stability  in  national  prices  had 
an  enormous  effect  in  every  country  in  increasing  the  ability  of 
individuals  to  purchase,  and,  consequently,  the  demand  for  foreign 
products.     The  results  of  Table  XVI.  of  Chapter  IX.  being 
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summed  up  in  the  following  words  : — "  Thus  stability  in 
foreign  exchanges  is  only  desirable  as  an  addition  to,  and  not 
as  a  substitute  for,  stability  in  home  prices  ;  as  a  consequence, 
that  is,  of  foreign  currencies  being  regulated  with  the  same 
care  and  justice  as  we  assume  in  respect  to  the  home  cur- 
rency. Necessarily,  therefore,  stability  in  foreign  exchanges,  if 
striven  for  regardless  of  stability  in  home  prices,  may  prove  not 
not  only  commercially  useless  but  economically  disastrous.  Seei  ng 
that  if  foreign  currencies  are  contracting  or  expanding,  foreign 
exchanges  can  be  kept  stable  only  by  forcibly  contracting  or 
expanding  the  home  currency,  and  so  forcibly  depressing  or 
raising  home  prices,  the  former  procedure  becomes  disastrous 
to  all  debtors,  and  the  latter  unjust  to  all  creditors." 

These  conclusions  refer,  of  course,  to  currencies  that  are 
purely  national,  under  which  the  prices  of  one  country's 
currency  units  in  terms  of  another's  can  only  be  arrived  at 
commercially  through  a  sale  and  purchase  of  Exporters' 
drafts.  In  this  case  it  is  the  level  of  national  prices  that  deter- 
mines the  rates  of  international  exchange.  But  when  a  common 
factor  is  introduced  into  two  currencies,  making  their  units 
mechanically  convertible,  the  procedure  is  reversed,  though 
the  result  remains  the  same.  For  now  it  is  the  rates  of  inter- 
national exchange  that  determine  the  level  of  national  prices, 
money  units,  instead  of  labour-products,  being  taken  in  pay- 
ment for  exports  by  the  poorer  countries  until  its  prices  are 
so  raised,  and  those  of  the  richer  are  so  lowered,  as  to  make 
the  operation  no  longer  profitable. 

Thus  every  considerable  change  in  the  rates  of  exchange 
between  two  countries  must  either  produce  changes  in  the  level 
of  national  prices  or  be  produced  by  them.  Rut  no  change  in 
the  rates  of  exchange  between  two  countries  is  of  any  im- 
portance to  either  of  them  as  a  whole,  unless  one  country  has 
been  foolish  enough  to  contract  debts  in  terms  of  the  money  units 
of  the  other,  whereas  every  change  in  the  level  of  their  national 
prices  is  of  supreme  importance. 

It  is  evident,  then,  when  British  Bi-metallists  make  it  their 
object  (i)  to  raise  international  prices,  regardless  of  the  effect 
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produced  by  a  common  monetary  unit  upon  international 
competition,  (2)  to  raise  or  steady  international  exchanges, 
regardless  of  the  effect  such  rise  or  steadiness  must  produce 
upon  national  prices  that,  even  if  completely  successful  in 
both  endeavours,  so  far  from  advancing  towards  their, 
presumably,  real  good,  an  increase  in  the  commerce  of  Great 
Britain,  they  would  actually  be  receding  from  it.  That 
this  is  so  is  proved  by  Table  XXXIII.,  which  follows.  This 
Table  shows  that  the  immediate  effect  upon  the  commerce  of 
a  richer  country  (Great  Britain)  when  poorer  countries  adopt 
its  money  unit  is  to  reduce  its  exports  to  those  countries  and 
increase  its  imports  from  them,  which  movement  is  possible 
only  when  international  money  can  be  taken  in  some  form  in 
payment  for  national  goods.  Whereas  when  this  condition 
does  not  exist — when,  that  is,  the  money  units  of  each  country 
remain  distinct  and  inconvertible — the  exports  of  the  richer 
country  (Great  Britain)  to  the  poorer  ones  goes  on  steadily 
increasing,  as  is  shown  in  Table  XXXIV.  For  the  richer 
country,  then,  to  voluntarily  extend  the  area  of  interna- 
tionalism in  money,  as  Bi-metallists  desire,  becomes  a  policy 
not  of  commercial  progress,  but  one  of  commercial  suicide. 

TABLE   XXXIII. 

Showing  British  Exports  to,  and  Imports  from,  Gold-using  Countries 
before  and  since  their  adoption  of  Britain's  Currency. 

£000  omitted. 


Exports  to 

BEFORE   1874. 

SINCE  1874. 

1855-9 

1S60-4 

1865-9 

1870-4 

1875-9  '   1880-4 

1885-9 

1890-4 

France,  Germany,  Hol- 
land,  Belgium,    Aus- 
tria,Russia,  U.States, 
Denmark,  S.  and  N. 

£ 

333,089 

100 
C 

£ 

427,204 

128 

ontinuo 

£ 

591,248 

177 

us  In ere 

£ 

781,432 

234 

ase. 

£ 

632,282 

190 
I 

£ 

716,670 

215 

mmediat 

£ 

666,989 

200 

e  Decrea 

£ 

696,689 

209 

se. 

Imports  from 

4°5>474 
100 
121 

571.676 
126 
120 

698,927 
172 
118 

918,795 
226 
117 

1,059,126 
261 
167 

1,180,083 
291 
164 

1,144,691 
-82 
171 

1,281,967 

313 
184 

The  above  Countries. 
Ratio  to  Exports. 
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TABLE   XXXIV. 

Showing  British  Exports  to,  and  Imports  from,  Silver  and  Paper- 
using  Countries  before  and  since  1874. 

^000  omitted. 


Exports  to 

BEFORE    1874. 

SINCE   1874. 

1855-9 

1860-4 

1865-9 

1870-4 

1875-9  1   1S80-4 

1885-9 

189O-4 

India,  Mexico,  Brazil, 
China,  Japan,  Argen- 
tina Straits,    Ceylon, 
Mauritius. 

£ 

125,399 

100 
C 

£ 

165,343 

132 

ontinuo 

£ 

214,116 

170 

us  Incre 

£ 

240,299 

191 

ase. 

1 

£          £ 

240,716  t  300,014 

191         240 

C  ontinuo 

£ 

312,456 

249 

us  Incre 

£ 

310,901 

248 

ase. 

Imports  from 

167,131 
100 
133 

3°i>45i 

180 
182 

295,619 

177 

138 

300,151 

180 

125 

295,538 
177 
122 

310,607 

186 
103 

281,520 
170 
90 

271,568 
162 

87 

The  same  Countries. 
Ratio  to  Exports. 

CHAPTER  XV 

THE   REMEDY — WHAT   IT   IS 

Amidst  the  many  facts  ascertained  about  the  British  currency 
and  its  relations  to  British  agriculture  and  trade,  two  rise 
high  above  all  others  in  intimate  and  related  importance. 

(i)  Of  the  1,300,000,000  of  pretendedly  legal  pounds  com- 
posing the  British  currency,  no  less  than  1,170,000,000,  or 
go  per  cent,  against  which  are  drawn  all  the  cheques  of  the 
country,  consist  of  pounds  having  nothing  in  common  with 
legal  pounds,  and  being  absolutely  inconvertible  into  them. 

(2)  The  concurrent  use  of  the  British  legal  pound  by 
poorer  countries  since  1872  has  already  produced  disastrous 
effects  upon  British  agriculture  and  deleterious  ones  upon 
British  trade  ;  which  use,  if  it  continues,  and  as  it  extends, 
must  produce  still  worse  effects  in  the  future.  From  the 
above  dual  facts  we  are  compelled  to  make  these  two 
deductions  : 

(1)  That  the  practical  use  of  legal  pounds  in  Great  Britain 
has  all  but  ceased,  they  having  been  superseded  by  customary 
pounds,  having  nothing  but  a  fictitious  and  precarious  con- 
nection with  legal  pounds. 

(2)  That  the  practical  use  of  these  pounds  in  poorer 
countries,  while  continuing  in  legal  but  only  nominal  use  in 
Great  Britain,  is  a  cause  of  unavoidable  and  increasing  loss  to 
the  richer  country. 

From  these  two  deductions  we  are  forced  to  reach  this 
single  conclusion,  that  to  restore  to  the  agriculture  and 
trade  of  Great  Britain  the  prosperity  they  enjoyed  under  a 
national  currency,  her  present  legal,  international,  but  super- 
seded pound  must  be  delegalised,  and  her  present  customary, 
national,  and   superseding   pound    must   be   legalised.       Only 
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in  this  way  will  the  poorer  countries,  which  have  now 
secured  an  artificial  and  unfair  advantage  over  Great  Britain 
by  the  adoption  as  their  own  of  its  legal  money  unit,  be 
replaced  in  their  true  industrial  position,  and  Great  Britain 
recover  that  genuine  freedom  of  trade,  commercial  vitality, 
and  economic  superiority  which  she  enjoyed  for  the  thirty 
years  prior  to  1872,  but  out  of  which  she  is  now  being 
"  jockeyed  "  by  an  economic  trick,  rather  than  deprived  by 
fair  economic  competition. 

The  effect  of  this  counter-stroke  by  Great  Britain  to  the 
Continental  monetary  action  of  1872  and  since  would  be 
immediate  and  important.  Foreign  nations  could  no  longer, 
by  any  device,  obtain  returns  for  the  excessive  imports 
poured  into  Great  Britain  since  1872  except  in  the  form  of 
British  exports ;  which  exports,  since  Great  Britain  produces 
no  food  surpluses,  must  consist  of  British  manufactures,  or  of 
foreign  products  or  bullion  obtained  in  return  for  British 
manufactures.  Her  recovery,  therefore,  by  her  own  action  of 
a  national  currency,  of  which  she  was  deprived  in  1872  by 
foreign  action,  would  be  necessarily  followed  by  a  speedy  and 
enormous  increase  in  her  export  of  manufactures. 

For  Great  Britain  is  temporarily  in  a  remarkable,  and,  at 
this  particular  commercial  juncture,  advantageous  position,  in 
respect  to  all  other  countries,  in  that  she  alone  in  the  world  has 
at  present  an  industrial  population  large  enough  to  consume, 
and  able,  therefore,  to  accept  in  payment  for  their  manu- 
factures, the  enormous  food  surpluses  of  less  developed  countries, 
which  is  but  another  way  of  stating  the  fundamental  truth 
that  has  all  along  been  insisted  upon  here,  that  the  Wage- 
earners  of  Great  Britain  can  afford  to  accept  smaller  quantities 
of  food  in  payment  for  their  manufactures  than  those  of  any 
other  country  ;  can  afford  to  sell  them,  that  is,  at  the  lowest 
values  in  the  world.  These  less  developed  countries,  therefore, 
unless  they  cease  to  produce  food  surpluses,  cease,  that  is,  to 
desire  the  civilised  comforts  which  these  food  surpluses  are 
intended  to  purchase,  must,  as  soon  as  international  money 

disappears    between     themselves    and    Great    Britain,     make 
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almost  all  their  purchases  from  the  only  country  that  can 
accept  in  payment  for  them,  and  to  an  unlimited  extent,  the 
chief  labour-products  they  have  to  offer.  Even  if  their  food 
surpluses  represent  investments  made  in  Great  Britain,  which 
is  rarely  the  case,  since  higher  dividends  are  obtainable  in 
poor  countries  than  in  rich  ones,  the  dividends  on  these 
investments  would  still  have  to  be  paid  in  manufactures,  there 
being  nothing  else  internationally  valuable  to  pay  them  in. 

But  it  is  not  only  in  respect  to  food-exporting  countries — 
those,  that  is,  in  the  purchasing  or  first  stage  of  civilised 
development — that  Great  Britain,  but  for  her  international 
currency,  would  occupy  at  present  the  most  favourable 
position  in  the  world.  She  is  in  one  not  less  so  in  respect  to 
all  countries  in  the  exchanging  or  second  stage  of  develop- 
ment ;  for  these,  not  being  able  to  consume,  and  therefore 
to  accept  food  surpluses  from  the  countries  exporting  them 
and  yet  producing  manufactures,  such  as  wines  and  silk, 
which  the  food-exporting  countries  desire,  can  find  a  free 
outlet  for  their  specialities  only  through  the  intervention  of 
Great  Britain,  which  can  afford  first  to  advantageously 
exchange  her  own  manufactures  for  those  specialities,  and 
then  to  sell  them  with  advantage  to  the  food-exporting 
countries. 

Thus  owing  to  her  unique  economic  development,  assisted 
by  her  happy  geographical  position,  Great  Britain  is  at 
present  the  commercial  centre  and  mercantile  clearing  house 
of  the  civilised  world,  of  the  full  benefits  of  which  extraordin- 
ary advantage  nothing  but  her  fictitioiisly  international  cur- 
rency at  present  deprives  Jier.  But  this  exceptional  condition 
is  not  a  permanent  one;  on  the  contrary,  it  tends  daily  and 
hourly  to  disappear.  Everywhere  the  urban  populations  of 
manufacturing  countries  are  multiplying  faster  than  the  rural, 
partly  under  the  inducement  of  higher  rewards,  partly  under 
the  pressure  of  falling  food  prices,  and  every  such  dispropor- 
tionate increase  enlarges  the  capacity  of  these  countries  to 
receive  food  surpluses  from  those  exporting  them,  and 
consequently  to  trade  directly  with  them.     It  needs,  then,  that 
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Great  Britain  take  prompt  advantage  of  her  enormous  town 
population,  which  at  the  present  juncture  should  be  a  source 
of  commercial  gain  to  her,  if  it  is  not  eventually  to  become,  as 
similar  populations  develop  in  rival  countries,  a  source  of 
increasing  weakness ;  while  should  she  utilise  her  present 
advantage  through  the  adoption  of  a  just  and  purely  national 
currency,  that  reform  alone  will  ensure  her  moving  on  to  new 
lines  of  production,  whereby  the  ultimately  injurious  excess 
of  her  townspeople  would  gradually  disappear,  through  such 
natural  and  healthy  multiplication  of  her  rural  poptdation 
as  sufficed  to  preserve  amidst  the  ever-changing  conditions 
of  the  world  around  her,  and  in  respect  to  the  general 
distribution  of  food-producers,  a  safe  and  self-adjusting 
equilibrium. 

Since,  then,  the  remarkable  international  position  of  Great 
Britain  imperatively  demands  a  legally  national  currency,  while 
her  extraordinary  Banking  developments  have  unconsciously 
provided  her  with  a  customary  national  currency,  it  only 
remains  to  ascertain  how  the  dangerous  fiction  upon  which 
this  latter  now  rests  may  be  replaced  by  a  solid,  scientific, 
and  legalised  foundation,  which  shall  be  quietly  laid  without 
social  and  political  conflict,  without  commercial  or  financial 
disturbance,  without  individual  injury,  so  easily  and  naturally, 
indeed,  as  not  even  to  attract  notice  from  the  vast  population 
to  whom,  however,  it  would  silently  open  the  doors  of  a 
hitherto  unexampled  freedom  and  prosperity. 

Once  the  fact  is  thoroughly  realised  that  90  per  cent,  of  the 
British  pounds  now  current  consist  of  nothing  more  tangible 
than  figures  entered  in  the  ledgers  of  Banks,  which  figures, 
though  pretending  to  represent  legal  pounds  of  gold,  are 
wholly  inconvertible  into  them,  and  that  99  per  cent,  of  all 
payments  in  the  United  Kingdom  consist  of  private  cheques 
transferring  these  fictitious  pounds,  then  it  seems  scarcely 
possible  that  any  objection  should  be  raised  to  the  conversion 
of  these  fictitious  pounds  of  gold,  liable  to  sudden  and  com- 
plete annihilation  upon  any  financial  panic  or  widespread 
commercial    disturbance,   into    legal  pounds   of  paper,  as  in- 
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destructible  as  gold,  possessing  equal  purchasing  power 
within  the  area  of  their  currency,  and  infinitely  more  con- 
venient for  all  the  purposes  which  civilised  money  subserves. 
For  the  alternative  does  not  lie  between  legal  pounds  of  gold 
and  legal  pounds  of  paper,  but  between  legal  pounds  of 
paper  and  no  pounds  at  all.  Since  any  widespread  demand 
for  gold  on  the  part  of  Bank  depositors  can  be  met  by 
but  one  answer,  "No  effects";  there  not  being  now,  nor 
ever  having  been,  any  store  of  gold  either  corresponding  to, 
or  protective  of,  the  so-called  "  deposits  "  now  entered  in  the 
ledgers  of  Banks. 

Broadly,  then,  the  position  is  this  (i)  that  the  fictitious 
deposits  now  accumulated  in  British  Banks  must  be  converted 
into  legal  money  by  the  State,  if  national  disaster  is  not  to 
follow  the  least  attempt  to  do  so  by  Depositors  ;  (2)  that 
the  international  factor  of  intrinsic  value,  the  pretended 
presence  of  which  now  make  these  deposits  fictitious,  must  be 
eliminated  from  the  legal  airrency  unit  of  Great  Britain 
if  her  agriculture  and  trade  are  to  recover  prosperity.  Thus 
at  the  very  juncture  when  it  has  become  imperatively 
necessary,  for  national  reasons,  to  convert  vast  sums  of 
fictitious  money  units  into  legal  money  units,  a  feat 
absolutely  impossible  were  these  required  to  possess  intrinsic 
value,  it  has  also  become  imperatively  necessary,  for 
international  reasons,  that  the  factor  of  intrinsic  value 
shall  be  completely  and  perma7iently  eliminated  from  the 
legal  money  unit  of  Great  Britain.  So  that  a  financial 
condition  which  has  become,  through  the  voluntary  action  of 
individuals,  one  of  hopeless  bankruptcy  and  national  danger 
is  suddenly  converted,  through  an  enforced  recognition  of 
economic  truth,  into  a  source  of  increased  prosperity  and 
national  safety.  For  the  revolution  which  this  recognition 
entails  is  so  complete,  and  the  developments  it  makes  possible 
so  infinite,  that  the  country  first  compelled  to  effect  it 
becomes  perforce  the  world's  pioneer  upon  a  new  course, 
leading  definitely  and  consciously  away  from  that  Supremacy 
of  Force  which   has   strewn   the   past  with  the  wreckage  of 
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nations,  and  definitely  and  consciously  towards  that 
Supremacy  of  Justice  foretold  by  prophets  and  dreamt  of  by 
philosophers. 

Briefly,  then,  the  practical  problem  is  this,  How  to  convert 
into  genuine  but  purely  national  pounds  without  injury  to 
Depositors,  Money-brokers,  Merchants,  the  British  Public,  or 
Britain's  foreign  debtors  (1)  the  1,170,000,000  of  fictitiously 
international  pounds  now  pretending  to  exist  as  "  deposits  " 
in  British  Banks;  (2)  the  130,000,000  of  truly  international 
pounds  now  actually  existing  as  "cash"  in  the  hands  of  the 
British  Public. 

Now,  there  is  but  one  material  of  which  it  is  possible  to 
compose  such  purely  national  money  units  as  can  alone 
satisfy  the  currency  requirements  of  the  most  advanced 
civilisation.  This  material  is  paper.  For  only  when  money 
units  are  composed  of  it  can  they  possess  the  three  essential 
requisites  of  a  highly  civilised  currency  in  being  (r)  without 
intrinsic  value,  and  therefore  purely  national;  (2)  without  ap- 
preciable weight,  and  therefore  easily  transmissible ;  (3)  without 
numerical  limit,  and  therefore  accurately  regulatible.  The 
sole  drawbacks  to  money  units  of  paper,  viz.,  their  liability 
(1)  to  over-issue,  (2)  to  forgery,  being  easily  kept  within 
harmless  limits,  the  latter,  by  care  in  manufacture,  skill  in 
detection,  and  severity  in  punishment,  and  the  former, 
in  every  community  desirous  of  doing  right,  by  the  accept- 
ance of  a  single  and  simple  standard  for  regulating 
issues,  the  price  of  food,  and  the  creation  of  an  upright  and 
independent  department  for  making  them.  Thus  the  British 
pound  unit  of  the  future  must  be  a  paper  pound,  based  not  upon 
a  "  promise  to  pay  "  anything,  but,  as  to  currency,  upon  the 
obligation  imposed  on  every  civilised  individual  to  use  money 
units;  and,  as  to  value,  upon  the  limitations  placed  by  the 
State  on  the  number  of  such  units  in  use  ;  and  these  British 
paper  pounds  must  be  issued  by  the  State.  For  once  money 
units  cease  to  possess  intrinsic  value,  it  becomes  impossible  to 
delegate  their  issue  to  private  individuals  without  grievous 
wrong  accruing  to  the  whole  community.      If,  then,  our  facts, 
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our  deductions,  and  our  conclusion  be  accepted,  the  way  is 
cleared  for  a  solution  of  the  problem  presented,  viz.,  the 
conversion  of  the  present  currency  of  fictitious  pounds  into 
a  currency  of  genuine  pounds,  and  the  elimination  from  the 
national  pound  of  its  present  deleterious  international  factor 
without  injury  to  Depositors,  Money-brokers,  Merchants,  the 
British  Public,  or  Britain's  Foreign  Debtors. 


CHAPTER  XVI 

HOW   THE   REMEDY   WILL   AFFECT   DEPOSITORS 

THE  Bank  Depositors  of  Great  Britain  are  at  the  present  in 
the  most  precarious  and  dangerous  position.  The  law  entitles 
them  to  require  from  Banks  repayment  of  their  deposits  in 
gold,  for  the  right  of  Banks  to  make  such  repayments  in  Bank 
of  England  notes,  themselves  repayable  on  demand  in  gold, 
does  not  affect  the  ultimate  obligation,  seeing  that  the  Law 
recognises  no  payment  bat  gold  as  a  full  and  final  discharge 
of  debt.  If  depositors,  therefore,  rest  finally  satisfied  with 
anything  but  gold,  they  do  so  wholly  at  their  own  risk. 

But  when  all  British  Banks,  including  the  Bank  of  England, 
have  redeemed  their  outstanding  promissory  notes  in  gold,  or 
set  aside  sufficient  to  do  so,  there  remains  practically  no  ftir- 
ther  supply  to  meet  the  demand  of  Depositors.  Nor  is  there 
any  possibility  of  such  supply  being  obtained,  no  matter 
what  the  securities  available,  for  the  very  simple  reason 
that  gold  to  the  required  extent  does  not  exist  in  the  world, 
nor  even  if  it  did  could  it  be  drawn  when  wanted  into  British 
Banks.  None  of  these  Banks,  consequently,  are  solvent  if 
Depositors  require  any  general  repayment  of  their  deposits. 
No  payment  of  British  cheques,  therefore,  corresponds  at  any 
time  to  what  it  pretends  to  be — a  transfer  of  legal  pounds. 
But  the  whole  social  fabric  of  Great  Britain  rests  at  present 
upon  the  acceptance  of  cheques  as  equivalent  to  legal  pounds,  so 
that  to  destroy  faith  in  the  reality  of  deposits — that  is,  in  the 
genuineness  of  cheques — is  to  destroy  this  fabric.  And  this  is 
the  very  catastrophe  constantly  impending.  For  any  exten- 
sive interruption  of  trade,  such  as  would  result  from  a 
considerable  war,  any  widespread  financial  collapse,  such  as 
threatened  at  the  Baring  crisis,  occasioning,  as  such  inevitably 
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must,  the  non-payment  of  multiplying  acceptances  and  cor- 
responding annihilation  of  Banking  assets,  would  impel 
increasing  numbers  of  Depositors  to  make  their  fatal  demand 
for  gold,  thus  ensuring  the  exposure  of  its  non-existence,  the 
general  refusal  of  private  cheques  and  consequent  disappear- 
ance of  current  money.  Of  course,  such  a  national  crisis 
would  be  met  again,  as  it  has  been  before,  by  depriving 
Depositors  temporarily  of  their  right  to  demand  gold,  or 
rather  of  freeing  Banks  from  their  obligation  to  pay  it,  paper 
notes  being  issued  in  place  of  gold  pounds,  and  life  and  motion 
thereby  restored  to  the  body  social. 

All  that  is  now  required,  therefore,  is  that  what  has  hitherto 
been  done  hastily  in  times  of  panic,  and  with  widespread 
preliminary  loss,  shall  be  done  at  leisure  in  time  of  confidence, 
and  without  any  loss  at  all.  Nor  can  any  valid  objection  be 
offered  to  such  a  procedure  if  once  the  fundamental  truth  be 
realised  that  the  stability  of  every  highly  civilised  society  rests 
upon  the  reality  and  safety  of  its  money  deposits.  Hence 
the  supreme  need  for  ensuring  the  reality  and  safety  of 
British  deposits  as  a  preliminary,  an  imperative,  and  an  over- 
whelming national  obligation. 

To  realise  this  important  purpose  one  preliminary  step  is 
absolutely  essential,  viz.,  the  complete  and  permanent 
separation  of  the  function  of  public  money  banking  from  that 
of  private  money  broking.  It  is  not  humanly  possible  for  the 
same  men  to  discharge  both  functions  with  honesty  and  faith- 
fulness. They  cannot  serve  two  masters,  and  least  of  all  as 
Banking  Brokers.  The  temptations  are  too  strong  on  the 
one  side,  and  the  restraints  too  weak  on  the  other,  to  make 
this  possible,  even  if  it  were  necessary  or  desirable,  and  it  is 
neither.  For  in  every  civilised  community  possessed  of  a 
justly  regulated  currency,  public  Banking  is,  as  we  know, 
a  primary  economic  function  of  the  State,  which  it  cannot 
delegate  to  private  individuals  or  associations  of  individuals, 
without  ultimate  injury  to  the  whole  community. 

The  State,  then,  must  establish  Banks  of  Deposit  or  Savings 
Banks,   one  in   every   important   town,   each   of  such   Banks 
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having  as  many  branches  or  agencies  in  the  town  itself,  and 
the  market  villages  within  its  appointed  circle,  as  may  be 
necessary  ;  the  object  being  to  afford  to  the  public  the  freest 
possible  facilities  for  the  lodgment  and  withdrawal  of  deposits. 
These  Banks  being  nothing  but  public  safes  for  the  security 
of  private  hoards,  all  deposits  placed  in  them  would  remain 
idle  and  unused  until  withdrawn  by  their  depositors.  No 
dividends,  therefore,  or  returns  of  any  kind  would  be  paid  by 
them,  while  only  upon  these  State  Banks  could  cheques  be 
drawn,  since  such  cheques  in  the  future,  as  at  present  and  in 
the  past,  would  still  pass  freely  current,  being  henceforth, 
however,  always  convertible  into  legal  money  units.  If  found 
advisable  each  cheque  might  be  limited  to  maximum  sums, 
and  the  number  issued  to  the  Depositor  made  to  correspond 
to  his  balance  in  the  Bank,  thus  wholly  preventing  over-drafts, 
or  drafts  against  "  no  effects,"  a  reproduction  of  the  present 
Cheque-bank  system.  But  all  questions  of  this  kind  are 
details  merely,  the  essential  principle  being  that  since  a 
transfer  of  private  cheques  is  equivalent  to  a  transfer  of  public 
money,  the  drawing  of  cheques  upon  any  but  a  State  Bank, 
in  which  such  money  is  really  present,  shall  be  just  as  illegal 
in  the  future  as  is  now  the  forging  and  uttering  of  false  money. 

Assuming,  then,  that  State  Banks  in  adequate  numbers  have 
been  created,  and  that  none  but  cheques  upon  such  Banks 
are  permitted,  each  owner  of  the  1,170,000,000  pound  units 
now  pretending  to  exist  as  "  deposits  "  in  private  Banks  must 
be  offered  the  alternative  either  of  withdrawing  his  deposits 
from  private  custody  and  lodging  them  in  the  public  Bank, 
in  which  case  the  State  becomes  responsible  for  their  re- 
delivery on  demand,  or  of  leaving  them  as  investments  in  the 
hands  of  the  private  Bankers,  now  become  plain  Money- 
brokers,  in  which  case  the  State  would  be  no  further 
responsible  for  or  concerned  with  them. 

The  pound  units  thus  withdrawn  from  private  custody  by 
each  Depositor  would  either  be  handed  to  himself,  to  dispose 
of  as  he  pleased,  by  the  Money  Issue  Department,  or  lodged 
by    it    to    his    credit    in    an)'    State     Bank     named,    in    both 
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cases  in  the  form  of  actual  paper  notes  of  varied  and  conveni- 
ent denominations.  By  this  procedure  the  interests  of  the 
great  class  of  Depositors  would  be  absolutely  safeguarded. 
Their  deposits,  not  now  existing  or  producible  as  money  of 
any  kind,  and  liable  to  have  even  such  phantom  existence  as 
alone  belongs  to  them  annihilated  at  any  moment,  would 
henceforth  be  tangible  hoards,  which  their  owners  could  with- 
draw and  handle  when  they  pleased.  They  would  thus  be 
wholly  relieved  from  the,  at  present,  always  imminent  risk  of 
unforeseen  and  disastrous  loss,  while  still  retaining  every 
facility  and  power  they  now  possess.  For  they  could  draw 
and  accept  cheques  as  freely  as  ever,  and  these  cheques  would 
purchase  commodities  and  discharge  debts  just  the  same  as 
now.  The  only  difference  would  be,  and  it  is  one  sanctioned 
by  common  sense,  that  in  order  to  receive  dividends  or  returns 
of  any  kind,  no  matter  how  small,  upon  deposits,  they  must 
first  consciously  and  intentionally  invest  these,  and  so  forego 
the  absurd  privilege,  now  sometimes  conceded,  of  receiving 
dividends  on  deposits  which  they  yet  are  free  to  draw  cheques 
upon. 

Vast  as  is  this  financial  operation  in  seeming,  and 
enormous  as  is  the  sums  of  money  it  would  appear  to 
create,  it  zvould  in  reality  have  no  effect  at  all  upon  the  circula- 
tion or  prices.  For  it  would  not  bring  into  use  one  sixpence 
more  than  at  present.  This  can  readily  be  understood 
when  it  is  remembered  that  the  owners  of  deposits  who  now 
wish  to  draw  cheques  upon  them  do  so  freely,  although  they 
are  fictitious,  and  could  do  no  more  when  they  are  real  ; 
while  those  others,  who  make  no  personal  use  of  their 
deposits,  would  leave  them  as  idle  when  real  as  they  now  do 
when  fictitious.  The  sole  and  only  difference  in  the  situation, 
so  far  as  depositors  and  the  circulation  are  concerned,  would 
be  that  cheques  nozv  drazvn  against  fictitious  deposits  would  in 
the  future  be  drawn  against  nothing  but  real  ones. 


CHAPTER    XVII 

HOW   THE    REMEDY   WILL   AFFECT   MONEY-BROKERS 

Were  it  possible  to  deal  with  Banking  Brokers  by  themselves, 
I  do  not  know  that  the  course  here  insisted  upon  could  be 
justified.  But  seeing  to  what  a  vast  amount  their  de- 
falcations have  grown,  how  through  these  defalcations 
the  character  and  nature  of  the  British  currency  have  been 
completely  changed,  and  how  absolutely  dependent  the  social 
fabric  of  Great  Britain  is  upon  these  defalcations  being  made 
good,  and  its  commercial  life  upon  the  functions  of  Money- 
brokers,  as  now  discharged,  not  being  interrupted,  no  other 
course  is  practicable,  nor,  if  practicable,  is  advisable.  And  it 
must  always  be  remembered  that  the  actions  of  Banking 
Brokers  have  been  justified  by  the  highest  intellects  and 
condoned  by  universal  opinion.  They  cannot,  therefore,  even 
morally  be  held  personally  responsible  for  the  defalcations 
which  are  merely  part  of  an  accepted  system.  So  that  no 
thought  can  be  entertained  of  penalty,  even  if  it  could  be 
imposed  ;  but,  on  the  contrary,  the  whole  situation  must  be 
treated  as  the  necessary  outcome  of  accepted  but  mistaken 
opinions,  and  the  remedy  applied  with  a  single  eye  to  the 
general  welfare,  regardless  of  the  fact  that  its  application 
may  perhaps  benefit  first  and  most  largely  those  who  might 
seem  the  least  entitled  to  such  favourable  treatment. 

Depositors  having  been  offered  by  the  State  the  alternative 
of  withdrawing  their  deposits  from  Banking  Brokers  in  the 
form  of  national  money,  or  of  leaving  them  with  them  "  at 
interest  "  as  commercial  investments,  and  having  elected,  as 
has  been  supposed,  to  withdraw  them  for  private  hoarding  or 
lodgment  in  State  Banks,  what  is  the  position   in   which   this 
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withdrawal  leaves  Banking  Brokers?  There  can  be  but  one 
answer,  in  a  hopelessly  insolvent  one,  for  by  no  possibility  could 
they  ever  repay,  in  money  of  any  kind,  the  sums  now  credited 
in  their  ledgers  to  Depositors.  Were  the  State  even  now  to 
merely  remove  its  limit  to  lodgments  in  Savings  Banks, 
and,  at  the  same  time,  adopt  cheques  as  instruments  of  with- 
drawal from  them,  even  though  ceasing  to  pay  "  interest,"  the 
present  Banking  system  would  at  once  collapse,  so  certain  and 
large  would  be  the  attempted  transfer  of  deposits.  Banking 
Brokers,  then,  being  debtors  to  their  Depositors  for  the  money 
credited  to  them  in  their  ledgers,  which  money  they  are 
bound  to  repay  on  demand,  could  meet  this  demand  when 
made  by  the  majority,  or,  as  we  have  supposed,  the  entirety 
of  their  Depositors  in  but  one  way,  viz.,  by  borroiving  corre- 
sponding sums  from  the  State.  Whatever  sums,  therefore, 
the  Money  Issue  Department  paid  over  to  Depositors  as  with- 
drawals from  Banking  Brokers  would  become  advances  to  these 
latter,  and,  as  such,  loans  repayable  to  the  State. 

Only  in  this  way  can  so-called  Bankers,  who  are  now 
debtors  for  private  hoards  which  they  can  never  repay, 
become  transformed  into  what  they  should  always  have  re- 
mained, genuine  Money-brokers,  debtors  for  nothing  but 
dividend-yielding  investments,  that,  given  sufficient  time,  they 
can  readily  repay.  For  now  the  money  needed  for  such 
repayment  would  be  actually  in  existence  and  in  the  United 
Kingdom,  and  must  eventually  come  into  the  hands  of  Bank 
debtors,  the  Merchants  of  Great  Britain,  and  thus  enable  them 
to  discharge  their  debts  to  Money-brokers.  No  longer,  then, 
will  this  latter  class  live  in  constant  dread  of  the  deposits  they 
hold  being  suddenly  demanded,  since  they  will  be  responsible 
for  none  but  such  as  are  entrusted  to  them,  not  for  safe 
keeping  but  for  investment,  under  conditions  of  repayment 
which  they  can  fulfil,  instead  of,  as  at  present,  under  those 
they  cannot.  The  relief  thus  brought  to  British  trade  would  be 
incalculable,  wholly  freeing  it  from  that  constant  sense  of 
impending  calamity  and  its  accompanying  nervousness  which 
now    heavily    charges    the    commercial     atmosphere    of    the 
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country  with  financial  electricity,  always  uncertain  in  its 
action,  and  often  disastrous  in  its  effects. 

Since,  however,  it  is  no  part  of  the  State's  function  to  make 
advances  to  Money-brokers,  or  in  any  way  compete  with  the 
Depositors  from  whom  alone  they  can  legitimately  obtain 
them,  the  sole  reason  for  doing  this  now  being  to  avert  a 
national  disaster,  necessarily  every  effort  must  be  made  to 
convert  a  temporary  and  illegitimate  dependence  of  Money- 
brokers  upon  the  State  into  a  permanent  and  legitimate 
dependence  upon  Depositors.  This  can  readily  be  done 
however,  either  by  charging  Money-brokers  such  rates  for 
their  state  advances,  or  requiring  their  payment  within  such 
reasonable  periods,  as  will  oblige  them  to  attract  sufficient 
investments  from  Depositors  to  repay  by  instalments  their 
advances  from  the  State.  What  these  rates  should  be,  or 
what  these  reasonable  periods,  is  a  mere  matter  of  detail,  the 
one  object  of  the  entire  operation  being  to  enable  this  great 
monetary  revolution  to  be  effected  without  loss  to  individuals 
and  without  dislocation  of  trade,  while  safeguarding,  at  the  same 
time,  the  general  interest  of  the  community.  One  thing  is 
certain,  that  the  rates  which  Money-brokers  must  pay  to 
Depositors  to  attract  investments  from  them  must  rise  high 
above  the,  at  present,  fictitiously  depressed  rates  now  paid  by 
Bankers  for  the  use  of  deposits,  when  they  pay  anything  at 
all. 

By  regular  payment  of  their  instalments  when  due  the  in- 
debtedness of  Money-brokers  to  the  State  would  be  gradually 
reduced  and  finally  extinguished  without  hardship  to  the 
former  or  loss  to  the  latter  ;  the  notes  repaid  by  Brokers  in 
discharging  their  liabilities  being  destroyed  as  received  by  the 
Money  Issue  Department,  so  that  the  last  note  repaid,  all 
relations  between  Money-brokers  and  the  State  would  cease, 
their  place  having  been  gradually  taken  by  those  natural  and 
economic  relations  that  should  alone  exist  between  Money- 
brokers  and  investing  Depositors. 


CHAPTER  XVIII 

HOW   THE   REMEDY   WILL   AFFECT    MERCHANTS 

The  interests  of  the  two  important  classes  of  Depositors  and 
Money-brokers  having  been  safeguarded  in  the  way  described, 
so  that  neither  their  economic  functions  nor  their  customary 
methods  of  discharging  them  has  been  so  interfered  with  as 
to  cause  any  interruption  or  conscious  change  in  their  manner 
of  business,  there  remains  a  third  class,  even  more  important 
than  the  others,  and  so  requiring  even  more  careful  con- 
sideration and  a  stricter  regard  for  established  custom — the 
Mercantile  class. 

By  securing  to  Money-brokers  command  of  their  present 
volume  of  deposits,  although  depriving  them  of  their  functions 
as  Bankers,  there  is  also  secured  for  the  present  to  Merchants 
and  Mercantile  Agents  command  of  the  same  facilities  for 
borrowing  these  deposits  as  they  now  possess.  So  that  no 
immediate  changes  would  take  place  either  in  the  mercantile 
method  of  obtaining  advances,  in  the  volume  of  advances 
obtained,  or  in  the  personality  of  those  obtaining  them.  And 
it  is  most  important  that  this  should  be  so,  for  any  sudden 
and  violent  change  would  necessarily  entail  widespread  in- 
convenience and  heavy  losses,  spreading  far  beyond  the  private 
affairs  of  the  comparatively  few  individuals  personally  con- 
cerned at  first.  But  eventually  and  very  gradually  important 
changes  could  not  fail  to  take  place,  due  mainly  to  the 
inevitable  rise  in  the  rate  of  dividends  demanded  for  the  use 
of  deposits,  as  soon  as  the  effect  began  to  be  felt  in  the 
Money  Market  of  Brokers  being  restrained  from  manufacturing 
fictitious  deposits  at  will,  and  forced  to  attract  true  ones  from 
Depositors  instead.  For  it  is  nothing  but  their  present  un- 
limited command   of  fictitious  deposits  that  enables  Banking 
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Brokers  to  discount  at  the  absurd  rates  they  now  accept.  As 
the  cost  of  deposits  rose,  entire  classes  of  selling  agents,  who 
now  habitually  borrow  from  Banks,  would  no  longer  be  able 
to  do  so,  the  share  of  gross  profits  which  competition  enables 
them  to  retain  not  admitting  of  the  present  payment  of 
repeated  discounts  to  Bankers.  Cut  off  from  this  wholly 
illegitimate  fountain  of  deposits,  such  agents  would  soon  be 
compelled  to  depend  for  the  stocking  of  their  shops,  as 
economically  they  always  should,  upon  such  deposits  as  they 
owned  themselves  or  such  credits  as  they  obtained  from 
Merchants.  This  is  a  process,  it  cannot  be  doubted,  that 
would  lead  to  a  considerable  and  very  beneficial  thinning  out 
of  such  selling  agents  as  are  now  maintained  by  continuous 
borrowings  from  Banks,  and  as  a  necessary  and  equally  bene- 
ficial result,  to  a  considerable  rise  in  the  volume  of  profits 
shared  amongst  those  who  lead  a  more  natural  economic 
existence.  How  greatly  such  a  movement  is  needed  can 
be  fully  understood  only  by  those  legitimate  selling  agents 
to  whom  success  is  now  rendered  so  difficult  by  the  artificial 
competition  of  which  they  are  at  present  the  victims. 

In  respect  to  true  Merchants,  too,  it  must  also  compel  pro- 
gressive advances  towards  a  more  healthy  and  wholesome 
condition  of  trade.  For  the  higher  rates  demanded  for 
genuine  deposits  could  not  be  paid  under  the  present  "strait- 
waistcoat"  system  of  three  months'  bills,  which  short  term 
transactions,  moreover,  would  no  longer  be  forced  upon 
Money-brokers,  as  they  were  upon  Broking  Bankers,  by  the 
latter's  special  methods  of  obtaining  deposits.  Gradually, 
but  inevitably,  a  system  of  greater  freedom  would  develop, 
permitting  merchants  to  grant  larger  powers  and  longer 
terms  to  their  exchange  agents  abroad,  thereby  enabling 
these  to  accommodate  their  operations  more  closely  to  the 
local  conditions  of  trade,  and  so  obtain  a  much  larger  share 
of  it  than  they  possibly  can  under  the  present  cast-iron  system 
of  payments. 

The  increased  demand  for  British  manufactures  abroad, 
inseparable,  under  present  economic  conditions,  from  Britain's 
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adoption  of  a  purely  national  currency,  would  compel  an 
increased  demand  by  British  Merchants  for  deposits,  thus 
giving  employment  to  those  which  shopkeepers  could  no 
longer  utilise  with  advantage  ;  while  the  higher  money 
wages  accompanying  this  increased  demand  would  lead  to 
higher  prices  being  paid  for  imported  luxuries  and  comforts, 
and  the  realisation  of  larger  money  profits  upon  the  com- 
pleted trade  exchanges.  Which  general  improvement  in  the 
state  of  trade  would  soon  register  itself  unmistakably  in  the 
total  of  national  exports  and  the  lodgments  in  National 
Banks. 


CHAPTER  XIX 

how   the   remedy  will   affect  the   british    public 

and  foreign  debtors 

The  British  Public. 

The  only  way  in  which  the  British  Public  generally  are  con- 
cerned with  the  change  in  material  of  their  legal  currency 
pound  is  in  respect  to  the  comparatively  few  composed  of 
gold  which  are  actually  in  their  hands,  that  they  should  suffer 
no  loss  through  these.  Such  a  contingency,  however,  will  be 
very  simply  prevented  by  their  being  offered  the  alternative 
by  the  Money  Issue  Department,  during  a  fixed  period,  of 
exchanging  their  golden  sovereigns  for  currency  pounds, 
which  exchange  they  will  only  make,  of  course,  if  the  market 
price  of  the  gold  in  each  demonitised  sovereign  remains  equal 
to  or  falls  lower  than  a  currency  pound.  In  the  latter  case, 
the  Money  Issue  Department  would  sell  this  bullion  at 
current  prices,  and  so  put  a  final  end  to  the  now  pretended 
connection  of  the  British  currency  with  gold.  It  is  true  it 
might  still  be  advisable  for  the  convenience  of  Merchants  to 
continue,  when  called  upon,  the  minting  of  golden  sovereigns, 
either  free  of  cost  or  at  a  very  small  charge,  as  the  inter- 
national recognition  of  their  weight  and  fineness  might  facili- 
tate many  exchanges  not  so  readily  effected  through  bullion 
in  bars.  But  these  sovereigns  would  have  no  legal  currency, 
merely  a  varying  market  price  for  the  gold  they  contained. 

Foreign  Debtors. 

By  none  would  the  change  in  the  material  of  the  British 

pound,  followed  as  this  must  be  by  a  material  rise  in  British 
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prices,  be  more  joyfully  hailed  than  by  the  foreign  debtors  of 
Great  Britain  ;  for  none  have  been  more  grievously  wronged 
by  the  continuous  rise  in  value  of  these  pounds,  unless  it  be 
her  home  agriculturists.  For  since  all  foreign  debts  are  paid 
in  exports  of  foreign  labour-products,  increasing  quantities  of 
these  have  had  to  be  transmitted  as  their  prices  in  Great 
Britain  have  fallen,  in  order  to  discharge  what  falsely  pretends 
to  remain  the  same  debt.  There  is  not  a  national  debtor  of 
Great  Britain,  therefore,  but  has  had  heavy  burthens  laid  upon 
them,  as  additions  to  those  originally  undertaken,  by  each 
successive  fall  in  the  level  of  British  prices.  And  yet  this 
falsification  of  international  debts  is  one  of  the  reasons  urged 
by  some  "  honourable  "  men  in  defence  of  the  present  nominal 
currency  of  gold. 

We  have  now  dealt  with  the  chief  interests  affected  by  the 
proposed  change  in  the  material  of  the  British  currency 
pound,  and  seen  that  though  through  these  two  issues  0)  of 
1,170,000,000  pound  notes  against  that  number  of  figures 
entered  as  Bank  deposits,  if  these  are  all  withdrawn  ;  (2)  of 
130,000,000  pound  notes  against  that  number  of  golden 
sovereigns,  if  these  are  all  exchanged,  the  entire  currency  of 
the  country  is  placed  upon  a  new,  a  national,  and  a  scientific 
basis,  yet  that  this  great  change  is  effected  without  incon- 
venience or  injury  to  Depositors,  Money-brokers,  Merchants, 
the  British  Public,  or  Foreign  Debtors.  But  this  change 
having  been  accomplished,  the  country  will  remain  temporarily 
in  exactly  the  same  monetary  condition  as  at  present  ;  that 
is,  the  same  number  of  pound  units  will  remain  in  the  hands 
of  the  public,  the  same  total  of  deposits  in  the  ledgers  of 
Banks,  the  same  volume  of  cheques  will  be  drawn  by  De- 
positors, the  same  loanable  resources  be  retained  by  Brokers, 
the  same  facilities  for  borrowing  remain  open  to  Merchants. 
Immediately  and  perceptibly,  therefore,  no  material  change 
will  be  made  in  the  situation;  the  sole  apparent  difference, 
which  will  affect  no  one  prejudicially,  being  that  all  cheques 
will  henceforth  be  drawn  upon  State  Banks  instead  of  private 
ones,  and  that  in  England  pound  notes  will  be  used  instead 
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of  golden  sovereigns,  this  latter  difference  not  being  notice- 
able in  Scotland  and  Ireland,  where  pound  notes  are  already 
in  common  use.  But  although  immediately  and  perceptibly 
no  material  changes  will  be  visible,  presently  and  impercep- 
tibly vast  and  far-reaching  ones  must  take  place,  consequent 
on  the  replacement  of  an  unscientific  and  unjust  currency  by 
a  scientific  and  just  one,  in  the  relations  (1)  of  the  Govern- 
ment to  the  community  as  a  living  and  growing  body  ;  (2) 
of  each  class  or  member  of  that  body  to  the  other  members. 


CHAPTER  XX 

CHANGES  IN  THE  RELATIONS  OF  THE  GOVERNMENT  TO 
THE  GOVERNED  NECESSITATED  BY  THE  REFORM  IN 
THE  CURRENCY 

THE  opinions  entertained  by  contemporary  thought  as  to  the 
true   relations   of  the    Government    to   the    Governed    have 
differed  widely  at  different  times  and  in  different  countries, 
swinging  mostly,  where  they  have  moved   at   all,  from   one 
extreme    to    the   other.       From    what    may    be    called    the 
Autocratic  extreme,  which  holds  all  rights  to  belong  to  the 
Government,  the    head  of  the  body  social,  and  none  to  the 
members  of  that  body,  the  Governed,  to  what  may  be  called 
the  Democratic  extreme,  which  holds  all  rights  to  belong  to 
the  Governed,  the  members  of  the  body  social,  and  none  to 
the  Government,  its  head,  which  is  deemed  a  creation,  and 
therefore  the  creature  of  the  members.      The  only  opinion 
that   has   not   attracted    enthusiastic    support    is    that    which 
recognises  no  rights  at  all  as  belonging  either  to  the  Government 
as  to  the  Governed,  but  only  specific  functions.     These  functions 
in  purely  animal  societies,  such  as  those  of  bees  and  ants,  the 
members  of  which  must  always  obey  their  animal   instincts, 
remain    functions    merely ;    but    in    all   human    societies,  the 
members  of  which  must  more  and  more  disobey  their  animal 
instincts,  they  become  imperative  moral  duties,  the  discharge 
of  which,  by  each  separate  division,  class,  or  member  of  the 
society,  alone  ensures  the  healthy  development  of  the  whole, 
while  their  neglect  entails  its  stagnation,  decay,  or  dissolution. 
Economically,  therefore,  it  matters  nothing  at  all  how   any 
government  is  constituted  or  what  is  its  origin.     Its  specific 
functions  remain  ahvays  the  same,  and  must  be  discharged  re- 
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gardless   alike   of  constitution   and   origin    if  the   Society   it 
governs  is  to  develop  in  health  and  freedom. 

Now  the  specific  functions  of  Government,  as  we  learnt  in 
Chapter  I.,  Book  IV.,  are  divisible  into  four  distinct  but 
always  inter-dependent  classes  :  (1)  the  Political,  (2)  the 
Judicial,  (3)  the  Economical,  and  (4)  the  Social.  The  Econo- 
mical, that  with  which  we  are  alone  concerned  in  this  treatise, 
requires,  where  facilities  for  cultivation  exist,  the  provision 
of  multiplying  inducements  for  the  production  by  individuals 
of  increasing  quantities  of  surplus  food  or  Capital.  Where 
no  facilities  exist,  these  must  be  created,  prior  to  the  provision 
of  inducements  for  increased  production,  such  facilities 
taking  the  form,  mainly,  of  hydraulic  engineering  works 
permitting  of  the  reclamation,  drainage,  or  irrigation  of  land. 
For  only  through  the  existence  of  facilities  for  cultivation  in 
the  first  place, and  the  provision  of  inducements  to  the  increased 
production  of  capital  in  the  second,  can  a  growing  population 
maintain  itself  in  a  state  of  undiminished  or  increasing  strength 
and  prosperity ;  while  prosperous  grozvtJi  in  population  is 
essential,  as  was  shown,  to  continued  independent  national 
existence. 

Thus  the  economic  functions  of  Government  never  vary,  no 
matter  what  its  form  or  its  origin,  and  these  functions  it  must 
fulfil,  under  penalty  of  leaving  the  State  it  misgoverns  so 
weakened  ultimately,  amidst  progressive  rivals,  as  to  be 
powerless  to  resist  eventual  absorption  by  them. 

Now  the  primary  economic  essential  to  a  constantly 
increasing  production  of  capital  in  every  highly  civilised  state 
is,  as  we  have  already  learnt,  stability  in  the  price  of  food, 
which  stability  can  only  be  maintained  through  the  instru- 
mentality of  a  scientific  currency  justly  regulated,  the  object 
of  such  regulation  being  to  ensure  (1)  a  continuous  and  fairly 
constant  expenditure  of  money  units  per  head  of  the  non-food- 
producing  population  upon  food  necessities  (which  expenditure 
ensures  a  correspondingly  constant  production  or  import  of 
such  necessities) ;  (2)  a  continuous,  but  always  increasing,  ex- 
penditure of  money  units  per  head,  both  of  the  food  and  the 


3 26  The  Science  of  Civilisation 

non-food-producing  population  upon  comforts  and  luxuries 
(which  expenditure  ensures  a  correspondingly  increased 
production  or  import  of  such  comforts  and  luxuries). 

But  as  soon  as  any  government  establishes  Banks  of 
Deposit  such  as  we  have  found  to  be  necessary,  and  assume 
to  have  been  created,  the  continuous  and  inevitable  accumula- 
tion of  deposits  in  those  Banks,  and  the  consequent  withdrawal 
of  the  sums  constituting  them  from  the  circulation,  so  reduces 
the  number  of  money  units  in  circulation  as  to  cause  a  fall  in 
food  prices.  Nor  under  these  conditions  can  anything  prevent 
such  a  fall  except  an  equal  restoration  to  the  circulation  either 
of  old  issues  by  Depositors,  through  investments  with  Mer- 
chants, which,  however,  never  take  place  to  this  necessary 
extent,  0?-  of  new  issues  by  the  Government,  which  can  be  made 
to  whatever  extent  is  necessary. 

But  we  do  not  now  need  to  be  told  that  besides  this,  the 
most  obvious  cause  of  a  demand  for  new  issues,  there  are 
others,  not  so  obvious  but  no  less  obligatory,  which  compel 
yet  further  additions.  The  chief  of  such  other  causes  being  ( i ) 
growth  in  the  population,  and  (2)  increased  expenditure  per  head 
upon  comforts  and  luxuries.  Nor  do  we  now  need  to  learn  that 
the  most  effective  form  in  which  new  issues  can  be  made  by 
the  State  is  in  that  of  an  expenditure  of  money  wages,  or  that 
the  main  purpose  of  such  expenditure  requires  to  be  the  pro- 
vision of  constantly  increasing  facilities  for  transport. 

Thus  the  first  change  in  the  relations  of  the  Government  to 
the  governed  necessitated  by  the  scientific  reform  in  the 
currency  above  described  is  a  recognition  of  these  two  primary 
but  forgotten  truths:  (1)  That  it  is  the  duty  of  the  Govern- 
ment of  every  civilised  country  to  maintain  stability  in  its  food 
prices,  which  it  must  do  through  the  annual  addition  of 
definite  numbers  of  new  money  units  to  the  circulation.  (2) 
That  it  is  its  duty  to  provide  constantly  increasing  facilities  for 
transport,  which  it  must  do  through  an  expenditure  of  its  com- 
pensatory issues  of  money.  In  other  words,  this  seemingly 
simple  reform  in  the  currency  not  only  reveals  but  makes 
obligatory  two   fundamental   duties  of  civilised  government, 
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which  in  modern  times  have  been  not  merely  ignored  in 
practice  but  denied  and  even  derided  in  principle,  although 
in  past  ages  both  were  recognised,  acknowledged,  and  in  some 
sort  discharged,  however  mistakenly,  intermittently,  or  ineffici- 
ently. While  these  two  duties  themselves  do  nothing  more 
than  satisfy,  to  the  extent  to  which  they  are  discharged,  that 
imperious  demand  for  a  constantly  increasing  production  of 
capital,  to  support  a  constantly  increasing  population  of 
manufacturers  and  merchants,  which  not  merely  justifies  but 
compels  organised  government  of  some  kind.  For  all  that  the 
maintenance  of  stability  in  food  prices  does  is  to  permit  of, 
and  all  that  the  provision  of  improved  facilities  for  transport 
does  is  to  induce,  an  increased  production  of  surplus  food,  the 
former  by  securing  to  the  producer  the  full  benefit  of  his 
labours,  and  the  latter  by  tempting  him  to  an  increased  ex- 
penditure of  labour  through  the  offer  of  constantly  "  cheaper  " 
comforts  and  luxuries. 

Thus  it  comes  that  the  mere  adoption  of  a  scientific 
currency  of  necessity  gives  the  death-blow  to  three  contrast- 
ing but  equally  false  conceptions  of  government:  (1)  The 
Aristocratic,  which  regards  the  Governed  as  merely  the 
subjects  or  servants  of  the  Government.  (2)  The  Democratic, 
which  regards  the  Government  as  merely  the  creature  or 
servant  of  the  Governed.  (3)  The  Laissez  Faire,  which, 
taking  its  feeble  stand  midway  between  these  two,  regards 
the  Government  as  neither  master  nor  servant,  as  possessed  of 
no  rights,  but  burthened  with  no  duties  other  than  those  of  a 
policeman  on  his  beat.  These  three  false  conceptions  it 
replaces  by  a  fourth  and  true  one,  which  regards  every  civilised 
community  as  a  living  and  grozving  body,  of  which  the  Govern- 
ment is  the  head  and  the  various  classes  arc  the  members, 
each  essential  to  the  others,  and  each  with  its  own  specific 
functions  to  perform.  These  from  an  economic  stand-point 
remain  functions  merely,  that  if  performed  ensure  social 
health,  and  if  ignored  or  neglected  social  disease,  but  from  the 
moral  stand-point,  which  has  to  take  note  of  the  freedom 
enjoyed    by    governments    and    classes,    not    less    than     by 
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individuals,  to  perform  or  neglect  functions  at  will,  become 
imperative  duties  the  rewards  for  a  discharge  of  which  are 
contentment  and  progress,  and  the  penalties  for  neglect, 
discontent  and  decadence. 

For  a  believer  in  the  theory  of  Laissez  Faire,  the  discovery 
will  be  a  very  disconcerting  one  that  Government  has  specific 
economic  functions  which  it  must  perform  if  the  community  is 
to  enjoy  a  full  measure  of  prosperity.  For  each  function 
discharged  will,  like  a  fruitful  seed  planted,  produce  a  crop  of 
subsidiary  functions,  all  claiming  attention  in  their  turn. 
Nor  to  this  process  can  there  be  any  finality,  for  so  long  as 
the  whole  body  is  growing  no  one  part  of  it  can  remain  dead, 
dormant,  or  undeveloping. 

As  an  example  of  such  development  of  subsidiary  functions 
from  primary  ones  there  may  be  instanced  that  of  Banking 
money  from  Issuing  it,  and  that  of  Remitting  money  from 
Banking  it,  each  of  which  operations,  owing  to  growth  of 
business,  will  demand  at  first  separate  functionaries,  and 
finally  separate  departments  for  their  efficient  conduct ;  the 
common  purpose  of  every  development  being  to  facilitate  and 
increase  by  every  possible  means  the  individual  use  of  and  de- 
mand for  money  units. 

Again,  the  primary  obligation  to  provide  increasing 
facilities  for  transport  will  be  found  to  differentiate  itself 
successively  in  multiplying  directions  ;  which,  starting  from 
improving  the  navigation  of  rivers,  constructing  and  maintain- 
ing roads,  canals,  railways,  and  harbours,  buoying  and  light- 
ing channels,  surveying  and  charting  seas  and  oceans,  extends 
to  conveying  letters,  laying  and  maintaining  electric  wires  and 
cables,  subsidising  private  carriers  to  distant  parts  until  the 
traffic  becomes  self-supporting,  the  common  purpose  of  every 
development  being  to  facilitate  and  increase,  by  every  possible 
means,  the  individual  use  of  and  demand  for  comforts  and 
luxuries. 

But  is  not  only  in  requiring  the  performance  of  functions 
hitherto  unacknowledged  as  duties,  that  the  adoption  of  a 
scientific  currency  will  affect  the  relations  of  the  Government 
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to  the  governed.  It  will  go  far  beyond  this,  in  that  it  will 
forbid  the  continued  performance  of  functions  hitherto  acknow- 
ledged as  duties,  making  these  appear  practically,  what  they 
always  have  been  economically,  direct  violations  of  duty. 
For  as  soon  as  new  issues  of  money  become  a  source  of  in- 
come to  the  State,  it  becomes  of  supreme  importance  that  these 
issues,  since  they  are  not  exacted  from  the  people,  but,  on  the 
contrary,  convey  gifts  to  them,  shall  be  made  as  large  as 
possible,  compatible  with  not  reducing  the  value  of  those 
already  in  circulation,  i.e.,  with  not  raising  the  price  of  food. 
It  consequently  becomes  as  much  to  the  interest  as  it  is  the 
duty  of  Government  not  merely  to  faithfully  discharge  such 
functions  as  increase  the  demand  for  money  units,  but  to 
rigorously  abstain  from  such  acts  as  reduce  the  demand 
for  them.  But  no  acts  are  so  potent  in  this  latter  respect 
as  those  which  facilitate  and  encourage  "  sales  "  to  Customers 
on  credit  instead  of  for  cash.  For  what  "  credit  "  does  in  this 
case  is  to  "give  time"  for  one  money  unity  to  complete  ten 
or  twenty  purchases  successively  which  would  require  ten  or 
twenty  money  units  if  completed  contemporaneously.  This 
effect  of  "  credit,"  therefore,  upon  the  circulation,  while  very 
beneficial,  indeed  necessary,  when  it  is  desired  to  reduce  the 
number  of  intrinsically  valuable  money  units  in  use  as  low  as 
possible  in  order  to  prevent  contraction  in  the  currency, 
is  correspondingly  injurious  and  altogether  needless  when  it  is 
desired  to  raise  the  number  of  intrinsically  valueless  money 
units  in  use  as  high  as  possible  in  order  to  cause  an  in- 
crease in  the  revenue.  Thus,  with  a  scientific  currency, 
and  for  purely  financial  reasons,  it  would  become  essential 
for  the  State  to  gradually  and  increasingly  abstain  from  every 
act  tending  to  sanction  or  encourage  the  giving  of  credit  by 
Merchants  or  their  Agents  to  Customers. 

But  a  very  short  experience  of  all  attempts  to  discriminate 
between  credits  given  to  Customers  and  those  given  to 
Agents  would  soon  show  not  only  how  impossible  it  was 
to  practically  distinguish  between  these  two  conflicting 
categories,  but  how  needless  it  was  to  attempt  to  do  so;  for 
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while  injurious  forms  of  credit  derive  their  whole  power  for 
evil  from  the  support  afforded  them  by  the  State,  beneficial 
forms  are  not  only  able  to  exist  and  develop  without  this 
support,  but  are  injured  and  degraded  by  it.  Thus  it  would 
gradually  come  to  be  recognised  that  any  interference  by 
the  State  in  the  voluntary  financial  relations  of  individuals, 
so  long  as  these  kept  outside  the  limits  of  criminality,  was 
wholly  injurious  ultimately,  however  well-intentioned  and 
seemingly  beneficial  immediately.  For  all  that  such  inter- 
ference does  is  to  relieve  some  individuals,  in  an  intermittent 
and  uncertain  way,  from  the  natural  and  proper  consequences 
of  certain  classes  of  acts,  which  acts  they  are  perfectly  free  to 
do  or  abstain  from  doing  as  they  please,  while  nothing  but 
the  free  operation  of  such  consequences  suffices  to  prevent  acts 
of  these  classes  from  multiplying  so  disproportionately  as  not 
merely  to  cease  to  be  useful  and  beneficial  to  the  whole 
community,  but  to  become  a  source  of  great  and  growing 
danger.  So  far,  then,  from  its  being  acknowledged,  as  at 
present,  that  it  is  a  duty  of  the  State  to  act  as  the  collector  of 
private  debts,  or  to  interfere  in  any  way  whatever  in  enforcing 
the  fulfilment  of  private  promises,  which  nobody  is  originally 
bound  either  to  make  or  to  accept,  it  will  come  to  be 
recognised  that  nothing  but  the  strongest  possible  reasons 
justify  any  such  interference,  and  that,  lacking  these,  it  is  the 
duty,  as  much  as  it  is  to  the  interest,  of  the  State  to  rigorously 
abstain  from  interfering  in  any  way  zvhatever  in  the  voluntary 
relations  of  private  individuals. 

Thus  through  the  simple  adoption  of  a  scientific  currency 
there  is  gradually  forced  upon  the  public  mind  an  entirely 
new  conception  of  the  relations  of  the  Government  to  the 
Governed,  in  accordance  with  which  it  comes  to  be  recognised 
that  there  is  a  whole  series  of  hitherto  ignored  economic 
functions  which  it  is  the  duty  of  every  civilised  Government 
to  discharge,  and  another  whole  series  of  hitherto  discharged 
economic  functions  which  it  is  equally  the  duty  of  every 
civilised  Government  to  ignore,  this  latter  series  being  that 
which  invests  with  his  ubiquitous  power  for  evil,  that  bane  of 
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every  civilisation,  the  Money-lender  or  Usurer,  who,  deprived  of 
State  aid  in  his  gathering  of  gains  without  risk,  must  hence- 
forth contract  his  operations  within  the  harmless  limits  of 
pawnbroking.  And  so  a  momentous  reform,  which  centuries 
of  preaching  could  not  effect,  would  naturally  and  necessarily 
follow  the  long-delayed  identification  of  the  financial  interests 
of  the  Government  with  those  of  the  Governed. 

Great,  however,  as  the  above  change  would  be  in  the  con- 
ception of  the  duties  of  Government  towards  debt  and  debtors, 
it  would  not  be  greater  than  that  necessitated  in  respect 
to  transport  and  Carriers.  For  this  conception  swings  at 
present  from  the  extreme  of  doing  nothing  at  all,  as  in  Eng- 
land, to  that  of  doing  far  too  much,  as  in  India ;  from 
abstaining  wholly  from  providing  facilities  for  transport  to 
monopolising  wholly  the  functions  of  Carriers  ;  the  effect  of 
which  contrasting  lines  of  action  being  practically  the  same, 
vis.,  fixity  in  Freights  as  opposed  to  constant  reduction  in 
Cost  and  Profits.  For  when  the  Government  abstains  from 
providing  facilities  for  transport  it  necessarily  hands  over  the 
discharge  of  this  essential  function  to  private  individuals,  or 
association  of  individuals,  who  undertake  it  always  on  one 
condition,  that  of  monopolising  the  functions  of  Carriers  in 
the  particular  districts  for  which  they  provide  facilities.  A 
necessary  consequence  of  which  monopoly  is  a  less  or  greater 
fixity  in  Freights,  which,  however  moderate  when  first  levied, 
soon  grow  disproportionately  high,  and  therefore  increasingly 
burthensome,  owing  to  the  constant  reductions  that  competi- 
tion compels  in  the  other  two  components  of  Value — Cost 
and  Profit. 

When,  on  the  other  hand,  the  Government  undertakes  the 
function  of  Carriers,  it  invariably  forbids  competition  with 
itself,  and  seeks  to  convert  Freights  into  an  increasing  source 
of  Revenue,  against  reduction  in  which,  or  a  further  outlay 
upon  new  and  necessary  facilities,  the  officials  of  the  Railway 
Department  or  of  the  Treasury  offer  constant  and  very 
successful  opposition. 

An  all  but  invariable  outcome  of  these  two  systems  is  that 
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where  the  former  prevails,  and  the  public  are  left  at  the  mercy 
of  private  monopolists,  there  arises,  as  in  Ireland,  an  increas- 
ing demand  for  the  purchase  of  the  Railways  by  the  State  in 
the  hope  that  this  operation  will  secure  to  the  public  better 
accommodation  and  lower  Freights  ;  while  where  the  latter 
system  prevails,  and  the  public  are  left  at  the  mercy  of  an 
Official  Department,  there  arises,  as  in  India,  an  increasing 
demand  for  the  transfer  of  State  railways  to  private  companies, 
in  the  same  hope  that  this,  too,  will  secure  to  the  public  better 
accommodation  and  lower  freights.  Thus  each  system  is 
condemned  by  those  subject  to  it  on  exactly  the  same 
grounds,  viz.,  excessive  freights  and  indifferent  accommoda- 
tion ;  the  true  cause  of  which  common  objection  becomes  clear 
directly  we  realise  that  while  it  is  a  primary  duty  of  the  State 
to  provide  increasing  facilities  for  carriers,  it  is  no  less  its  duty 
to  ensure  the  freest  competition  amongst  Carriers  themselves. 
Necessarily,  then,  to  abstain  from  monopolising  the  functions 
of  Carriers  becomes  not  less  a  duty  than  to  provide  increasing 
facilities  for  carriage,  for  reductions  in  freight  are  essential  to 
extensions  of  trade,  and  these  cannot  take  place  (i)  wherever 
private  companies  are  permitted  to  monopolise  what  should 
always  be  public  highways,  or  (2)  wherever  public  departments 
are  permitted  to  monopolise  what  should  always  remain 
private  functions.  It  is  absolutely  essential,  therefore,  that 
the  construction  of  highways  and  the  conveyance  of  goods 
shall  be  kept  wholly  separate  from  each  other,  the  State 
undertaking  and  confining  itself  to  the  former,  and  leaving 
to  the  class  of  Carriers  its  rightful  monopoly  of  the  latter. 

Of  course,  in  respect  to  transport  on  railways,  certain 
mechanical  difficulties  oppose  themselves  to  free  competition 
amongst  Carriers  which  do  not  exist  in  the  case  of  roads,  of 
rivers,  or  of  oceans,  for  upon  these  latter  numbers  of  convey- 
ances can  travel  at  the  same  time,  and  pass  and  repass 
without  difficulty.  But  on  lines  of  rails  this  is  not  so  easy, 
especially  when  the  speed  maintained  is  great,  and  the  danger 
of  accidents  equally  so.  Necessarily,  therefore,  traffic  on 
railways  demands  closer  supervision  and  more  careful  regula- 
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tion  than  on  any  other  kind  of  highway.  But  all  matters  of 
this  kind  are  merely  questions  of  organisation  and  contriv- 
ance, admitting  of  numberless  solutions  when  once  a  solution 
is  sought  for,  none  of  which  need  be  in  any  way  prohibitive 
of  what  alone  is  essential,  viz.,  that  competition  between 
carriers  on  railroads  shall  be  just  as  free  as  that  on  roads,  on 
rivers,  and  on  oceans,  since  it  is  such  competition  which  can 
alone  ensure  as  great  improvements  in  conveyances  and  as 
large  reductions  in  freights  on  land  as  are  now  so  remarkable 
in  respect  to  conveyances  and  freights  by  sea. 


CHAPTER  XXI 

CHANGE   IN    THE    RELATIONS   OF    EACH   CLASS   TO    THE 

OTHERS 

The  Agricultural. 

ONCE  the  true  nature  of  a  civilised  currency  is  realised,  that 
each  of  its  units  represents  and  exchanges  for,  on  the  average, 
a  fixed  quantity  of  food,  and  it  at  once  becomes  evident  that  the 
only  way  to  raise  the  money  wages  of  manufacturers  and  the 
money  profits  of  merchants  is  to  increase  the  home  production 
or  the  foreign  import  of  surplus  food  or  Capital,  since  it  is  only 
such  increased  production  or  import  that  carries  with  it  that 
increased  demand  by  true  buyers  without  which  there  can  be 
no  real  rise  either  in  wages  or  in  profits.  Thus,  by  establish- 
ing stability  in  the  price  of  food,  at  once  the  importance  of 
increasing  the  supplies  of  surplus  food  entering  markets 
becomes  apparent  in  a  way  not  possible  before,  for  though 
even  at  present  the  public  are  vaguely  conscious  that  larger 
harvests  mean  improvements  in  trade,  they  neither  know  the 
economic  reason  of  this,  nor,  owing  to  the  fall  in  food  prices 
which  now  accompanies  this  increased  yield,  are  they  per- 
mitted to  see  clearly  how  it  is  that  such  increased  yield 
produces  its  necessary  and  invariable  economic  effect.  To 
increase  the  quantities  of  surplus  food  entering  markets  thus 
becomes  a  question  of  vital  and  acknowledged  importance 
not  only  to  the  class  most  immediately  concerned,  the  Agri- 
cultural, of  whose  prosperity  it  is  a  proof,  but  also  to  the 
great  dependent  classes  of  Manufacturers  and  Merchants  in 
all  their  many  ramifications,  to  whose  prosperity  it  is  essential. 
In  this  way  the  reform  in  the  currency  would  bring  home  to 
the   present   majority  of  the   British   community  a   truth  to 
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which  they  are  now  conspicuously  blind,  viz.,  that  it  is  not 
merely  sentimentally  advisable  that  home  agriculturists 
should  be  prosperous,  but  that  they  must  be  so  if  this 
majority  is  itself  to  prosper.  Which  truth  realised,  it  only 
remains  to  discover  the  principle  upon  which  agricultural 
prosperity  everywhere  rests,  and,  having  discovered,  give  it 
permanent  effect. 

But  this  principle  we  do  not  now  require  to  seek  for  since 
we  have  already  found  that  it  is  of  such  extreme  simplicity  as 
to  admit  of  being  expressed  in  one  word,  Security.  The  pos- 
session of  a  secure  or  certain  estate  in  land  being  the  simple 
and  solid  foundation  upon  which  all  agricultural  prosperity 
rests.  We  have  further  found  that  this  estate  is  in  no  way 
diminished  by,  but,  on  the  contrary,  eventually  comes  to  rest 
upon  the  annual  payment  of  rent,  always  provided  that  such 
rent  is  recognised  to  be  in  fact,  what  it  always  is  in  theory,  a 
fixed  quantity  of  food-products,  represented  by,  and  com- 
muted into,  a  fixed  number  of  money  units,  the  payment 
of  which  number,  when  due,  secures  to  the  payee  a  certain 
estate  in  the  land  he  occupies,  which  he,  in  his  turn,  is  free  to 
sell,  sub-let,  or  devise,  in  whole  or  part,  subject  always  to 
payment  of  the  original  rent. 

A  recognition  of  this  simple  and  solid  truth  would  restore 
to  British  Rent-payers  a  freedom  and  security  they,  as  a  class, 
have  long  since  lost,  if  indeed  in  practice  they  ever  fully 
enjoyed  it  ;  whilst  it  would  deprive  British  Rent-receivers  of 
nothing  they  now  possess,  or,  in  the  future,  are  economically 
or  morally  entitled  to.  But  the  impetus  it  would  give  to 
British  agriculture  would  be  enormous.  Farms  too  large  for 
successful  cultivation  by  their  present  occupiers  would  be 
gradually  sub-let  in  part  at  profit  rents  to  men  anxious  and 
able  to  cultivate  them,  while  the  fixity  introduced  on  the  one 
hand  into  rents,  and  on  the  other  into  food  prices,  would 
everywhere  apply  a  stimulus  to  production  which  would 
speedily  exhibit  itself  in  the  form  of  increasing  areas  brought 
under  the  plough,  of  increasing  deposits  lodged  in  Banks,  of 
increasing  expenditure  on  comforts  and  luxuries,  of  increasing 
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receipts  as  wages  and  profits,  and  of  increasing  issues  of  money 
by  the  State. 

It  is  true  that  British  Rent-receivers  have  grown  to  think 
themselves  as  much  entitled  to  all  increments  in  the  purchas- 
ing power  of  food   units  (hitherto  miscalled  unearned   incre- 
ments  in    land   values),  over  and   above  what   is   required  to 
maintain  tenants  at  their  original  level  of  comforts,  as  British 
slave-owners  once  did  to  all  increments  in  the  labour-products 
of  their  slaves,  over  and   above  what  was  required  to  maintain 
them  in  being.     But  time  and  experience  have  proved  that 
such   confiscation  from   slaves  was   but  a   disguised   form   of 
theft,  as  iniquitous  morally  as  it  was  disastrous  economically. 
Similarly,  time  and   experience  will   teach  exactly  the  same 
lesson  in  respect  to  rises  in  rent  and  many  other  confiscations 
of  like  nature ;  such  rises  being  just  as  much  a  theft  of  the 
labour-products  of  tenant,  as  was  Slavery  of  the   labour-pro- 
ducts of  slaves,  and  productive  of  similar  economic  evils.      It 
will  soon  come  to  be  recognised  that  a  Rent-receiver,  while 
fully  and  justly  entitled  to  whatever  rent  he  can  first  obtain 
from  his  land,  cannot  ever  subsequently  lay  claim  to  one  ounce 
of  surplus  food,  no   matter   how   large   such   surpluses  grow 
under  the  skill  and  industry  of  succeeding  tenants,  nor  how 
great   the   growth   in   their  purchasing   power  owing   to  the 
development   of  neighbouring   markets.     That,   furthermore, 
the  Rent-receiver   is  entitled    in   each  year  to  no  more  than 
that  year's  Rent,  no  arrears  being  recoverable  through  the  inter- 
vention of  the  State.    Any  Rent-receiver  who  consents  to  accept 
in  any  one  year  less  than  the  rent  he  is  entitled  to,  does  so 
wholly  at  his  own  risk,  and  foregoes  all  legal  right  to  recovery 
of  the  balance.     A  moral  obligation  must  often  attach  to  such 
arrears  in  respect  to  the  tenant,  just  the  same  as  it  does  in 
respect  to  other  private  debts  ;  but  the  enforced  payment  of  such 
arrears,  so  far  from  resting  as  a  duty  upon  the  State,  becomes,  on 
the  contrary,  an  injurious  violation  of  its  duty.    For  a  recognition 
of  a  legal  right  to  arrears  on  the  part  of  Rent-receivers  has  no 
other  effect  in  the  end  than  to  enable  occupiers  of  land  to  let 
it   to  would-be  cultivators   at  exorbitantly  high  rents,   which 
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may  be  paid  in  good  years,  but  cannot  possibly  be  maintained 
as  an  average.  Insistance  upon  the  year's  rent  being  paid 
within  the  year  is  the  only  way  of  ensuring  that  rents  themselves 
shall  be  fair,  such  as  average  tenants  can  pay  in  average 
years  ;  while,  if  there  be  no  power  to  recover  arrears,  it  is 
certain  that  few  will  be  permitted  to  accrue. 


The  Wage-earning. 

The  change  in  the  relations  of  the  class  of  Wage-earners  or 
true  Manufacturers  to  other  classes  consequent  on  the  adoption 
of  a  scientific  currency,  and  its  necessary  accompaniment 
genuine  Banking,  have  already  been  roughly  outlined.  Nor 
does  it  seem  possible  to  do  more  than  indicate  their  general 
direction  since  the  writer  is  not  acquainted  with  any  data,  as 
in  the  case  of  other  classes,  which  indicate  clearly  how  far  the 
form  taken  by  modern  industrial  organisations  is  due  to  their 
inherent  conditions,  and  how  far  to  their  artificial  environment. 
How  far,  that  is,  the  aggregation  of  machines  and  their 
workers  into  factories  under  individual  direction  is  necessitated 
by  the  high  cost  and  limited  diffusibility  of  steam  power,  or 
how  far  it  results  from  those  fictitious  advances  by  "Bankers" 
which  facilitate  the  monopolising  of  the  machinery  by  Mer- 
chants. It  is  more  than  probable  that  both  these  causes 
contribute  largely  to  the  present  system,  and  that  the  dis- 
covery of  a  cheaper  means  of  generating  power  and  a  readier 
means  of  distributing  it,  combined  with  a  withdrawal' of  the 
present  artificial  assistance  given  to  the  Mercantile  Monopolists 
of  machinery,  may  be  necessary  to  ensure  a  return  to  that 
individualistic  system  of  production  and  machine-owning 
which  seems  to  be  the  natural  line  of  development  for  Wage- 
earners,  as  contributing  most  towards  the  freest  possible  pro- 
duction of  manufacturers,  the  greatest  possible  independence 
of  manufacturers,  and,  as  we  shall  presently  see,  the  widest 
possible  extension  of  commerce.  One  thing  alone  may  be 
safely  asserted,  that  the  cessation  of  fictitious  Bank  advances, 
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which  must  necessarily  follow  the  adoption  of  a  scientific 
currency,  cannot  but  tend  to  put  an  end  to  the  present  ill- 
assorted  union  between  Wage-earners,  or  true  manufacturers 
and  machine-owning  merchants,  and  so  restore  to  the  former 
their  lost  control  over  machinery,  no  matter  how  this  re- 
covered control  may  be  exercised,  and  with  such  control  that 
independence,  both  personal  and  as  a  class,  which  has  so  long 
been  withheld  from  them. 

That  the  individualistic  production  of  manufactures  is  itself 
compatible  with,  indeed  probably  promotive  of,  a  very  large 
and  very  varied  output,  is  proved  by  what  takes  place,  as 
described  below,  under  extremely  primitive  conditions,  and 
this  output  certainly  should  not  be  diminished  either  in 
quantity  or  variety  by  the  use  of  vastly  improved  and  more 
powerful  machinery.  "  The  same  methods  witnessed  by 
Richthofen  for  extracting  the  metals  in  Tszechuan  were 
probably,  in  his  opinion,  applied  several  thousand  years  ago. 
They  bear  the  character  of  nearly  all  Chinese  industry,  being 
primitive  and  imperfect,  and  yet  producing  good  results. 
The  trains  of  mules  and  men  encountered  on  the  road,"  he 
says,  "  laden  with  ironware  of  the  most  varied  description, 
prepare  the  traveller  to  see  the  metal  manufactured  on  a  large 
scale,  and  it  is  surprising,  on  arrival  at  the  spot,  to  see 
hundreds  of  small  establishments,  between  ivhich  the  labour  is 
divided,  each  of  them  manufacturing  a  certain  set  of  articles  for 
which  they  may  have  gained  a  reputation!' 

That  this  is  the  natural  and  truly  economic  system  of  pro- 
duction I  have  not  the  slightest  doubt,  nor  do  I  see  any 
reason  why  it  should  be  completely  metamorphosed  as  to 
principle,  instead  of  merely  enormously  extended  as  to  results, 
by  substituting  the  forces  of  Nature  for  the  muscles  of  men, 
and  applying  these  forces  through  constantly  improving  and 
more  productive  machines.  Equally  little  do  I  doubt  that 
the  gradual  removal  of  the  constricting  bandages,  within 
which  the  present  factory  system  has  grown  up,  will  be 
followed  by  a  gradual  return  in  some  form  to  the  earlier,  the 
healthier,  the  more  independent  and  more  productive  system 
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of      individualistic      though      probably      associated      manu- 
facture. 


The  Mercantile. 

Important  and  far-reaching  as  must  be  the  effects  produced 
as  well  upon  Agriculturists  and  Wage-earners  themselves  as 
upon  their  relations  to  other  classes,  by  the  adoption  of  a 
scientific  currency,  these  will  be  far  less  striking  than  those 
observable  in  the  Mercantile  Class  and  their  manifold  social 
relations.  But  happily  these  changes  will  be  wholly  of  a  kind 
demanded  by  experience,  and  at  a  time  when  the  call  for 
them  has  become  imperative. 

We  have  endeavoured  to  show  how  gravely  and  inevitably 
the  national  commerce  has  been  injured  by  rival  but  poorer 
nations,  practically  adopting  as  their  own  the  legal  money 
unit  of  Great  Britain,  and  how  impossible  it  is  for  British 
Merchants,  heavily  handicapped  by  their  country's  plethora 
of  money  and  its  necessary  accompaniment,  high  prices,  to 
successfully  compete  in  cheapness,  when  this  is  measured  by 
an  international  money  unit,  with  those  of  Britain's  poorer 
rivals. 

From  this  argument  it  would  seem  to  be  implied  that  the 
adoption  of  a  national  monetary  standard  in  place  of  an 
international  one  would  of  itself  suffice  to  restore  to  the  Mer- 
chdiits  of  Great  Britain  their  fanner  incontestible  commercial 
supei-iority.  And  so  in  effect  it  would,  but  only  because  such 
adoption  would  carry  in  its  train  changes  second  only  in 
economic  importance  to  the  substitution  of  a  natural  and  true 
international  standard  of  values  for  an  artificial  and  false  one. 
For  the  situation  is  much  more  complex  than  has  so  far 
appeared,  the  causes  of  the  relative  falling-off  in  British  ex- 
ports being  by  no  means  confined  to  the  very  important  one 
of  prices  raised  artificially  too  high,  but  including  others 
which,  quite  apart  from  this  one,  could  not  fail  to  tell  almost 
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as  heavily  against  British  Merchants  in  their  competition  with 
foreign  ones. 

What  these  other  causes  are  will  perhaps  be  best  explained 
by  our  setting  forth  (i)  the  methods  essential  to  successful 
trade  everywhere ;  (2)  the  methods  now  followed  by  the 
Manufacturing  Merchants  of  Great  Britain  ;  (3)  how  the 
reform  in  the  currency  must  lead  to  gradual  return  by  the 
Merchants  of  Great  Britain  to  these  true  and  successful 
methods. 


CHAPTER  XXII 

METHODS   ESSENTIAL   TO   THE   SUCCESS   OF   MERCHANTS 

EVERYWHERE 

We  know  from  our  exposition  of  principles  in  Book  I.  that 
the  economic  function  of  Wage-earners  is  to  produce 
manufactures  in  some  fixed  locality,  and  that  of  Merchants 
to  exchange  these  Manufactures  for  others  or  for  raw 
materials  or  sell  them  for  food  in  other  localities,  no  matter 
whether  these  "  other  localities "  be  ten  or  ten  thousand 
miles  distant  from  the  place  of  production.  For  clearness 
sake,  however,  and  because  we  are  now  dealing  with 
international  commerce,  we  will  call  the  "fixed  place  of 
production,"  "  home,"  and  all  "  other  localities,"  "  abroad." 

Now  to  discharge  their  function  of  exchanging  or  selling 
home  manufactures  abroad,  Merchants  must  either  them- 
selves go  abroad  or  send  trusted  and  capable  agents  there, 
since  their  success  in  business  entirely  depends  upon  the  in- 
telligence, honesty,  activity,  and  local  knowledge  with  which 
these  foreign  operations  of  exchange  or  sale  are  carried  on. 
It  was  further  explained,  when  dealing  with  this  subject  in 
Book  I.,  why  these  agents  must  in  the  main  belong  to  the 
same  country,  be  actuated  by  the  same  interests,  and  obey 
the  same  rules  of  conduct  as  their  principles,  since  the  trust 
reposed  in  them  is  necessarily  so  complete  as  to  make  any 
serious  divergence  in  interests,  or  difference  in  rules  of 
conduct,  detract  largely  from  their  commercial  utility,  i.e.,  be 
prejudicial  to  any  progressive  multiplications  of  sales. 

Being  in  the  first  case  always  sellers,  it  is  imperative  that 
Merchants  go  in  search  of  buyers  and  not  expect  or  wait  for 
buyers  to  come  in  search  of  them.  "The  belly  must  goto 
the  bread,  the  bread  will  not  come  to  the  belly."     A  ceaseless 
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pursuit  of  buyers  is  therefore  an  essential  and  normal 
condition  of  successful  trade. 

To  even  maintain  his  income,  in  face  of  constantly  fall- 
ing profits,  the  Merchant  must  multiply  his  sales,  which 
practically  means  that  he  must  multiply  his  customers. 
Merchants,  therefore,  as  a  class  can  never  "  rest  and  be 
thankful."  They  must  push  on  to  fresh  fields  abroad  if  they 
are  not  to  feel  the  pinch  of  contracting-  profits  at  home. 

Broadly  speaking,  all  selling  operations  of  Merchants  fall 
under  one  of  two  heads  : — 

(i)  The  exhibition  of  manufactures  to  those  whom  they 
hope  to  make  buyers. 

(2)  The  supply  of  manufactures  to  those  who  wish  to  be 
buyers. 

The  vast  majority  of  trading  operations  necessarily  fall 
under  the  latter  head,  and  in  these  there  is  little  or  nothing 
speculative,  but  they  are  commonly  preceded  or  fringed  by 
large  numbers  under  the  former,  which  are  chiefly  speculative. 

In  the  speculative  section  the  conditions  of  success  are 
mainly  judgment,  enterprise,  and  patience.  The  risks  are 
great,  the  losses  may  be  great,  but  the  profits  in  the  end  are 
greater.  They  are  often,  however,  very  long  delayed,  and 
can  never  be  calculated  with  certainty  either  as  to  time  or 
amount. 

In  the  non-speculative  section  the  conditions  of  success  are 
simpler,  but  perhaps  more  imperative.  The  Merchant  or  his 
agent  must  find  out  what  it  is  that  foreign  buyers  want,  and 
supply  them  with  it.  To  do  which  one  or  the  other  must 
make  personal  acquaintance  with  these  Buyers,  not  necessarily 
of  course  with  each  individual,  but  with  types  representing 
groups,  as  in  no  other  way  can  it  be  known  what  are  the 
exact  manufactures  wanted,  or  if  those  supplied  give 
satisfaction. 

But  it  must  never  be  forgotten  that  the  foreign  agents  of 
true  Merchants  are  never  Sellers  merely,  they  are  Buyers  as 
well.  For  their  special  economic  function  is  to  obtain 
returns  for  home  manufactures  in  the  form  of  foreign  labour- 
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products,  which  returns,  when  obtained  through  money- 
tokens,  requires  them  to  be  sellers  first  and  buyers  afterwards, 
when  obtained  without  money  barterers  merely.  But  the 
object  of  the  operation,  whether  effected  with  money  or 
without  it,  is  always  the  same,  viz.,  to  obtain  such  quantities 
of  foreign  labour-products  against  the  home  manufactures,  as 
will,  when  sold  at  home  for  Jiome  currency  tokens,  realise  more 
of  these  than  the  exported  manufactures  cost.  It  being  the 
difference  between  these  two  sums  that  constitutes  the  Profits 
upon  which  Merchants  and  all  their  multitudinous  agents 
subsist. 

Upon  the  extent  to  which  these  exchanges  are  effected  will 
depend  the  great  bulk  of  each  country's  exports  and  imports, 
such  addition  as  may  be  made  to  either  by  the  investment  of 
money  abroad  or  the  receipts  of  foreign  dividends  in  no  way 
affecting  their  nature  or  necessity,  but  merely  temporarily 
increasing  one  side  of  the  account  or  the  other,  or  both  sides 
together. 

Now  success  in  the  conduct  of  foreign  exchanges  wholly 
depends  upon  two  essentials — (1)  Personal  efficiency  in  the 
exchange  agents,  (2)  constant  increases  in  their  number. 
The  former  being  necessary  to  success  in  any  market,  the 
latter  to  the  acquisition  of  more  markets. 

(1)  Personal  efficiency,  it  need  hardly  be  said,  includes 
many  qualifications,  chief  amongst  which  are  (a)  trustworthi- 
ness ;  (b)  ability  to  speak  the  language  of  the  country,  since 
otherwise  the  Agent  might  be  dumb  ;  (c)  complete  knowledge 
of  the  prices  at  which  home  manufactures  can  be  sold  to 
Buyers  in  their  own  locality  and  currency ;  (d)  complete 
knowledge  of  the  prices  which  local  products  will  fetch  in, 
and  the  cost  of  conveying  them  to,  home  markets.  It  being 
of  the  first  importance  that  the  agent  who  sells  to  foreign 
customers  shall  also  be  able  if  necessary  to  buy  from  them. 
For  it  needs  no  deep  acquaintance  with  human  nature  to 
understand  how  powerful  an  inducement  it  is  for  producers  to 
make  purchases  if  they,  at  the  same  time,  can  effect  sales. 
Indeed,   in   any  country   in   which    little   money  circulates  an 
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agent's  ability  to  sell  home  manufactures  will  probably  be 
determined  largely  by  his  ability  to  buy  local  labour  products. 
Whatever  system  of  business,  therefore,  compels  each  of  these 
operations  of  exchange  to  be  conducted  by  different  agents  in 
complete  independence  of  the  other  gratuitously  throws  away 
the  overwhelming  commercial  superiority  which  rightly 
belongs  to  the  merchants  of  whatever  state  is  in  a  position 
to  complete  and  profit  by  such  exchanges. 

(2)  Numerical  increase.  It  is  obvious  that  as  commerce 
extends,  more  and  more  agents  must  be  employed  to  effect 
exchanges  abroad,  and  that  only  through  such  an  increase 
can  the  multiplying  exports  of  a  country  be  distributed  and 
its  multiplying  imports  collected.  This  body  of  agents  should 
constitute  at  length  a  vast  and  growing  commercial  army, 
eagerly  striving,  some  to  multiply  trading  operations  in  the 
fields  already  open  to  them,  others  to  extend  these  operations 
to  constantly  new  fields.  Of  the  soldiers  composing  this 
army,  the  lower  ranks  would  be  drawn  from  the  localities  in 
which  they  were  engaged  ;  but  the  officers,  for  the  reasons 
already  given,  would  commonly  be  recruited  at  home,  though 
special  ability  would  ensure  promotion  to  anyone.  Soldiers 
and  officers  together,  however,  would  constitute  a  powerful 
and  highly-trained  force  animated  by  a  common  spirit  and 
working  towards  a  common  end,  the  commercial  conquest  of 
the  world,  being  everywhere  emissaries  of  peace,  and  every- 
where striving  to  maintain  it,  since  in  war  time  their  occupa- 
tion would  be  gone. 

It  need  hardly  be  pointed  out  how  unlimited  must  be  the 
field  of  employment  presented  by  a  service  such  as  this,  and 
how  manifold  the  attractions  it  would  offer  to  every  variety  of 
character.  Its  operations  in  cities  and  civilised  districts 
would  engage  those  who  preferred  to  dwell  in  comfort 
amongst  men,  while  its  operation  in  outlying  or  unknown 
fields  would  attract  the  most  adventurous  spirits.  For  the 
discoverer,  the  sportsman,  the  traveller  and  the  scientist  could 
each,  while  gratifying  his  personal  tastes,  advance  at  the  same 
time  the  commercial  interests  of  his  country  by  securing  the 
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friendships  of  savage  chiefs,  and  thus  opening  up  new 
markets,  by  discovering  new  products  or  new  supplies  of  old 
ones,  by  surveying  new  highways  or  waterways,  and  generally 
by  making  smooth  the  paths  for  less  adventurous  spirits  to 
follow  after.  While  as  the  fundamental  principles  of  com- 
merce thus  conducted  must  in  the  main  govern  all  its  agents, 
viz.,  that  the  only  sure  way  to  success  lies  (1)  in  inducing 
customers  to  possess  themselves  of  home  manufactures  by  an 
exchange  or  purchase  with  local  labour  products ;  (2)  in 
securing  to  each  customer,  so  far  as  is  possible,  the  full 
benefits  of  his  own  labours,  an  invasion  of  even  the  smallest 
detachment  of  this  great  commercial  army  could  never  fail  to 
ace  as  a  powerfully  civilising  influence,  and  as  such  would  be 
commonly  welcomed  by  the  great  bulk  of  the  people,  if  not 
always  by  their  rulers. 

We  can  now  realise  that,  broadly  speaking,  the  essential 
conditions  of  success  for  mercantile  agents  abroad  are  (1) 
energy  in  selling  home  manufactures  ;  (2)  judgment  in 
purchasing  foreign  labour-products.  So  that  it  only  remains 
to  determine  what  are  the  corresponding  conditions  of  success 
for  their  mercantile  principals  at  home.  For  foreign  agents 
can  have  no  real  freedom  of  action  if  their  home  principals  are 
themselves  hampered  by  artificial  restrictions.  These  latter 
essentials  will  be  found  to  be  equally  simple:  (1)  Freedom  to 
borrow  from  Depositors  upon  the  most  advantageous  terms  ; 
(2)  freedom  to  purchase  from  Wage-earners  exactly  the 
manufactures  wanted. 

With  the  first  essential  we  have  already  dealt,  all  that  is 
wanted  to  secure  it  being  the  complete  absence  as  between 
Merchants  and  Depositors  of  any  outside  interference.  The 
complete  cessation,  that  is,  of  the  present  injurious  inter- 
meddling by  the  State.  Since,  if  the  arrangement  of  terms 
and  the  fulfilment  of  promises  be  made  to  depend  wholly  upon 
personal  reputation,  Depositors  will  lend  only  to  such  Mer- 
chants, and  Merchants  submit  only  to  such  conditions  as 
experience  on  each  side  proves  to  be  safe  and  advantageous 
to  both.      Outside  and  forcible  interference  with  such  arrange- 
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merits,  no  matter  at  what  stage  it  occurs  or  what  its  motive, 
having  no  other  effect  than  to  permanently  and  unjustly 
incline  the  balance  of  gain  more  to  one  side  than  to  the 
other. 

With  the  second  essential,  although  referred  to  before,  we 
must  deal  more  at  length,  since  its  presence  or  absence  wholly 
depends  upon  the  relations  which  exist  between  Wage-earners 
and  Merchants,  whether  these  are  free  and  natural  or  forced 
and  artificial. 

In  the  earliest  stages  of  commerce  the  Merchant's  function 
is,  as  we  know,  to  sell  to  remote  or  foreign  customers  the 
surplus  manufactures  of  some  home  locality — those,  that  is,  for 
which  no  local  buyers  are  to  be  found.  But  as  these  foreign 
sales  increase,  Merchants  soon  find  that,  in  order  to  make  the 
most  of  their  opportunities  and  do  as  large  a  trade  as  possible, 
they  must  supply  not  merely  such  surplus  manufactures  as 
cannot  be  sold  at  home,  but  also  others  which  can  readily 
be  made  at  home,  but  for  which  there  may  be  no  demand 
there.  In  other  words,  the  export  of  surplus  manufactures 
soon  and  invariably  brings  with  it  a  demand  for  special 
manufactures,  produced  solely  for  particular  foreign  markets. 
For  each  foreign  market,  the  more  closely  its  requirements 
are  studied,  will  be  found  to  develop  local  peculiarities,  which, 
if  its  custom  is  to  be  fully  secured,  must  be  met  by  variations 
from  home  designs  or  even  the  production  of  new  patterns. 

Now  to  meet  this  demand  for  increasing  variety  in  manu- 
facture, which  demand  may  be  in  cases  but  temporary,  and  in 
most  at  first  must  be  but  small,  the  system  of  individualistic 
manufacture  is  perfectly  adapted,  since  if  an  altered  design  or 
a  new  pattern  is  required,  necessarily  accompanied  as  such 
demand  must  be  by  the  offer  of  exceptional  prices  on  the 
part  of  the  Merchant  who  makes  it,  it  is  easy  for  one  Wage- 
earner  to  devote  himself  to  its  supply,  where  it  might  be 
impossible,  owing  to  the  small  quantity  required,  for  ten, 
twenty,  or  a  hundred  to  do  so. 

Plainly,  therefore,  any  system  of  industrial  development 
which    gathers     increasing    numbers    of  Wage-earners    into 
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homogeneous  groups  or  factories,  and  makes  each  group 
confine  itself  to  the  largest  possible  output  of  fixed  specialities, 
thus  stereotyping  their  manufactures,  makes  it  more  and  more 
difficult  to  so  vary  designs  as  to  satisfy  the  local  demands  of 
particular  markets.  So  that  the  more  the  factory  system 
extends  at  home,  the  less  capable  do  home  Wage-earners 
become  of  supplying  the  increasing  variety  of  foreign  demands. ' 
Still  more  plainly  does  any  system  of  commercial  develop- 
ment which  compels  Merchants  to  themselves  become  the 
owners  of  factories,  and  so  identify  themselves  with  the 
special  groups  of  Wage-earners  working  in  them,  tend  to 
substitute  for  the  Merchant's  desire  to  meet  the  demands  of 
customers,  the  Manufacturer's  desire  to  sett  the  products  of 
Jus  machinery.  Worse  than  this,  it  wholly  incapacitates  the 
Merchant  from  accepting  foreign  labour-products  in  exchange 
for  his  home  manufactures,  and  obliges  him  to  require  money 
payments  instead,  which  payments  are  often  difficult  to 
obtain  from  foreigners,  and  sometimes  impossible.  Necessarily 
under  these  changed  and  restricted  conditions  of  trade  the 
services  of  foreign  agents  no  longer  retain  their  former 
supreme  importance,  since  the  two  functions  remaining  to 
them  can  be  discharged  almost  as  well,  and  much  more 
cheaply,  by  the  display  of  a  pictured  price-list  as  by  the  use 
of  a  persuasive  tongue.  But  it  need  hardly  be  said  that 
Merchants  reduced  to  this  condition,  and  so  fettered  in  their 
operations,  are  no  longer  capable  of  competing  successfully 
with  rival  Merchants  from  other  States  in  which  manufacture 
and  commerce  either  have  not  followed  the  same  lines  of 
development  or  have  not  advanced  so  far  upon  them. 


CHAPTER  XXIII 

DO   BRITISH   MERCHANTS   AT   HOME   FOLLOW 
THESE   METHODS? 

Having  now  seen  that  the  conditions  essential  to  the  greatest 
success  in  the  conduct  of  foreign  trade  are,  for  Merchants, 
freedom  to  borrow  from  Depositors  on  the  most  advantageous 
terms,  and  care  in  purchasing  from  Wage-earners  just  the 
manufactures  wanted  ;  and  for  agents,  persistence  in  seeking 
buyers  wherever  they  are  to  be  found,  and  judgment  in 
securing  a  return  of  the  most  profit-yielding  exchanges,  let 
us  see  how  far  these  conditions  determine  the  methods  now 
followed  by  the  Merchants  of  Great  Britain  and  their  agents 
in  their  conduct  of  her  foreign  trade. 


Merchants. 

(i)  As  to  Merchants'  freedom  to  borrow  from  Depositors 
upon  the  most  advantageous  terms,  we  have  already  learnt 
that  the  present  Banking  system  absolutely  debars  them  from 
borrowing  fro?n  Depositors  at  all ;  while  the  Bankers  from 
whom  alone  they  can  borrow  lend  only  upon  their  own  terms, 
than  which  none  could  be  better  devised  to  place  a  veto  upon 
every  sort  of  enterprise  and  adventure  amongst  Merchants. 

(2)  As  to  the  care  exercised  by  British  Merchants  in  pur- 
chasing from  Wage-earners  just  the  Manufactures  wanted  by 
foreigners,  let  us  hear  what  our  Consuls  report  upon  this 
subject  from  every  part  of  the  world. 

Russia — Moscow,  1896.  As  regards  the  present  state  of 
British  trade  with  Russia,  another  drawback  is  the  unwilling- 
ness of  our  manufacturers  (merchants)  to  humour  the  whims 
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and  study  the  wants  (and  often  the  caprices)  of  the  buyer; 
all  of  which  receive  great  attention  from  our  competitors 
(German,  French,  etc.). 

Odessa,  1898.  I  would  ask  English  firms  to  believe  that 
until  they  can  make  their  supply  not  only  equal  in  quality 
but  identical  in  character  with  the  demand,  their  labours  will 
always  be  in  a  measure  thrown  away. 

Riga,  1879.  Germany  takes  advantage  of  every  possible 
opportunity  of  finding  an  opening  for  her  goods,  and  it  is  not 
merely  in  the  cheapness  of  any  individual  article  she  has  an 
advantage,  but  in  adapting  it  to  the  requirements  of  the 
customer, 

Nicolaiev,  1879.  The  question,  therefore,  to  be  considered 
is  :  Why  foreign  competition  makes  such  good  progress  ? 
The  main  points  are  (1)  .  .  .  (2)  foreign  manufacturers 
exert  themselves  to  the  utmost  to  adapt  the  style  of  their 
wares  to  suit  the  taste  or  convenience  of  their  customers  .  .  . 
whereas  British  manufacturers  are  unwilling  to  alter  the  style 
of  their  goods. 

The  success  of  our  trade  as  against  foreigners  depends 
greatly  on  the  modification  of  goods  to  suit  the  demand. 
Only  too  often  have  the  goods  of  German  manufacturers 
ousted  English  goods  from  the  market,  owing  to  their 
being  more  to  the  taste  or  the  convenience  of  the  con- 
sumer. 

Warsaw,  1898.  First  and  foremost  in  contributing  to  the 
success  of  other  nations  is  the  apathy  and  arrogance  of 
British  manufacturers. 

Norway  and  Sweden — Skeinsfprd,  1896.  Probably  more 
trade  might  be  done  in  British  goods  ...  if  British 
manufacturers  would  give  more  time  and  trouble  in  studying 
the  conditions  and  requirements  of  trade  in  Norway  .  .  . 
and  take  more  pains  to  cultivate  it. 

Christiania,  1897.  I  have  been  told  that  we  take  but  little 
pains  to  please  our  customers  or  respond  to  local  demands. 
If  ail  order  is  given  to  an  English  firm  for  an  article  which 
they  do  not  make,  the  order  is  rejected  off-hand  ;  if  ordered 
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from  a  German,  even  if  they  do  not  make  it,  they  will  accept 
and  get  it  made. 

Netherlands — Amsterdam,  1898.  I  can  only  repeat  my 
serious  recommendation  to  British  manufacturers  to  endeavour 
to  accommodate  themselves  more  and  more  to  the  require- 
ments of  their  foreign  customers. 

Belgium — Antwerp,  1896.  It  really  lies  in  the  power  of 
British  traders  themselves  to  further  most  effectively  their 
own  interests  ...  by  adapting  their  goods  to  the  needs  or 
even  caprices  of  the  markets  for  which  they  were  intended. 

Germany — Hamburg,  1896.  The  fault  is  that  hitherto  the 
British  manufacturer  has  lived  in  the  belief  that  his 
customers  are  to  take  just  what  he  likes,  and  not  he  to  supply 
what  they  like. 

Frankfort,  1898.  Complaints  have  been  made  quite 
recently  by  German  business  men  who  do  a  large  and  regular 
trade  with  England  of  the  lack  of  willingness  oh  the  part  of 
English  manufacturers  to  meet  their  wishes.  As  a  rule,  the 
fact  is  that  the  manufacturers  are  not  willing  to  meet  the 
desires  for  mere  small  changes  or  the  like,  which  may  be 
necessary  to  increase  sales,  even  at  the  instance  of  old 
customers.  The  German  purchaser  simply  cannot  understand 
such  ways,  and  complains  bitterly  of  this  want  of  obligingness, 
which,  he  says,  frequently  makes  business  connection  with 
English  firms  unpleasant.  The  German  business  man,  in 
small  or  great  matters,  meets  the  desires  of  his  business 
friends. 

France — La  Rochelle,  1896.  There  is  no  doubt  that  in 
many  cases  the  successful  competition  of  French  and  German 
with  British-made  articles  is  owing  to  the  trouble  which  has  been 
taken  by  these  nations  to  please  the  public,  and  give  exactly 
what  was  wanted  in  the  first  instance. 

The  Germans  are  cutting  out  the  English  manufacturer 
owing  to  the  indifference  of  the  latter,  his  neglect  to  study  the 
requirements  of  the  market,  and  his  contempt  for  small 
orders,  which,  as  a  rule,  are  all  that  can  be  got  in  this  country. 

Most  of  the  staple  articles  for  household  use  are  different 
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in  shapes  and  sizes,  and  must  therefore  be  made  specially  for 
the  French  Market. 

Cherbourg,  1896.  I  recommended  (in  previous  reports) 
the  abandonment  of  the  fatal  system  which  disregarded  the 
tastes,  the  feelings,  and  the  means  of  the  Continental 
Merchant  or  consumer.  I  deplored  the  system  of  ,:  take  it  or 
leave  it,"  for  the  British  Manufacturer  can  no  longer  impose 
his  goods  on  the  foreign  customer.  The  latter  now  finds 
other  nations  ready  to  give  him  what  he  wants. 

Bordeaux,  1898.  British  Manufacturers  and  exporters 
should  recollect  that  to  keep  up  and  increase  trade  it  is  not 
only  necessary  to  push  goods,  but  to  supply  the  goods  which 
are  wanted  by  the  buyers,  and  that  foreign  tastes  differ 
entirely  in  many  respects  from  British  tastes,  and  require 
goods  of  certain  forms  and  sizes,  which,  if  they  cannot  get 
from  the  United  Kingdom,  they  will  get  elsewhere. 

Switzerland — Berne,  1896.  As  regards  quality,  British 
goods  still  hold  supremacy,  price  for  price,  but  patterns  are 
rarely  adapted  to  foreign  tastes. 

Italy — Rome,    1897.     With    regard    to    readiness    to   con- 
form to  tiie  wishes  of  customers,  I   fear  that  long  periods  of 
prosperity  have  had  a  tendency  to  incline  the  Managers  of 
English  Manufacturing  businesses  to  the  idea  that  the  duty 
of  a   traveller  or  an  agent    is   to  sell  the  particular  class  of 
article  which  they  are  accustomed  to  produce,  and  which,  in 
itself,  they  know  to  be  good.      In  view  of  the  competition  and 
requirements  of  the  present  day,  this  would  appear  to  be  an 
entirely  wrong    view   of   the    situation.     The    manufacturers 
must  rather  endeavour  to   meet   the  demands  of  customers, 
whatever  they  may  be,  in  such  a  manner  as  to  secure  a  profit 
for  himself;  and,  if  his  ingenuity  or  patience  fail  to  find  the 
required   profit,   he   may,   as  a   rule,   rest  assured   that  some 
competitor  will  step  in,  and  will  succeed  where  he  has  failed. 

Portugal — Oporto,  [897.  Importers  rather  complain 
that  English  manufacturers  are  inclined  to  offer  their  goods 
a  prendre  on  a  laisser,  whereas  the  Germans  show  much 
greater  adaptability. 
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Madeira,  1897.  Whereas  German  and  French  manu- 
facturers are  willing  to  supply  goods  in  comparatively  small 
quantities,  English  firms  refuse  to  take  orders  below  a  certain 
value,  and  this  materially  operates  against  British  trade. 

Spain — Cartagena,  1897.  British  merchants  or  manu- 
facturers will  only  sell  their  own  particular  makes,  and  will 
not  mould  their  goods  to  the  liking  of  customers.  .  .  .  The 
Briton  does  not  care  to  sell  unless  he  gets  large  orders, 
whereas  the  others  take  and  execute  small  orders. 

Teneriffe,  1896.  It  may  be  taken  as  an  axiom  of  modern 
trade  that  the  goods  must  seek  the  customer,  for  the  customer 
will  no  longer  seek  the  goods.  In  former  times  England  was 
practically  the  only  export  market  for  many  articles  of 
manufacture  .  .  .  and  often  had  a  monopoly  of  the  foreign 
market  ;  but  now  that  the  industrial  products  of  Germany 
(especially),  the  United  States,  France,  and  Belgium  have  so 
rapidly  developed,  there  are  several  export  markets  of  similar 
articles.  In  former  times  foreign  customers  naturally  turned 
to  England  for  certain  commodities;  now  they  can  buy 
equally  well  in  other  countries,  and  often  do,  because  of 
the  peculiar  and  greater  suitability  of  the  article  they 
require. 

"  Suiting  the  customers'  tastes  "  is  a  most  essential  requisite 
of  successful  trade. 

Greece — Piraeus,  1897.  Our  manufacturers,  I  regret  to 
state,  are,  in  most  cases,  unwilling  to  travel  outside  the  four 
corners  of  their  printed  catalogues,  unless  an  immediate 
profitable  return  is  practically  assured. 

Turkey — Aleppo,  1898.  Our  Merchants  should  realise 
that  they  have  to  satisfy  many  different  markets,  and  that  the 
same  article  will  not  do  for  all. 

Egypt — Cairo,  1898.  In  no  country  more  than  Egypt  do 
the  wants  of  the  people  require  special  study.  The  native 
will  purchase  a  certain  class  of  foreign  article  so  long  as  he 
finds  no  other  ;  but  if  his  wants  are  consulted,  and  that  article 
is  offered  more  to  his  liking  by  a  rival  manufacturer,  he  will 
go  to  the  latter  in  preference.     This  is  precisely  what  foreign 
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manufacturers    lay    themselves    out     to     do,    and     English 
manufacturers  seem  to  neglect. 

Mexico — Vera  Cruz,  1896.  British  goods  seem  to  fail 
in  not  being  manufactured  to  suit  the  market.  British 
manufacturers  should  study  the  market  with  regard  to  the 
size,  shape,  weight,  and  durability  required  in  the  various 
articles. 

Nicaragua — Granada,  1897.  It  is  noticed  that  whilst 
German  and  American  travellers  are  most  anxious  to  find 
out  the  style  and  class  of  goods  required  here,  the  English 
traveller  will  generally  confine  himself  to  selling  from  the 
samples  he  has,  and  cannot  undertake  to  alter  any  particular 
pattern  or  shape  to  suit  the  taste  of  the  buyer. 

Columbia — Panama,  1897.  By  far  the  most  important 
factor  in  the  case  of  German  trade  competition  is  the 
conservatism  of  the  British  manufacturer  or  merchant, 
who,  unlike  his  rival,  either  cannot  or  will  not  meet  the 
requirements  or  cater  to  the  tastes  of  his  Central  and  South 
American  customers. 

China — Chefoo,  1896.  Our  own  people,  before  consenting 
to  change  their  style  or  methods,  wish  to  be  assured  large 
orders,  and  are  unwilling  to  touch  anything  in  a  small  way. 

Japan — Yokohama,  1897.  The  English  maker  is  too  apt 
to  act  upon  the  principle  that  he  knows  what  the  purchaser 
requires  better  than  the  latter  himself  does  ;  and,  acting 
accordingly,  offers  an  article  in  another  style,  or  of  another 
design,  than  that  which  is  asked  for.  The  result  is  that  the 
order  is  placed  with  some  continental  firm  who  are  more 
alive  to  the  situation. 

Pacific  Islands — Samoa,  1898.  Every  British  trader  here 
has  the  same  story  of  the  refusal  of  British  manufacturers  and 
shippers  in  England  to  meet  local  requirements  or  depart 
from  old  methods.  British  trade  will  suffer  far  more  severely 
during  the  next  five  years  from  German  competition  than  it 
has  done  already  unless  British  manufacturers  attack  the 
Colomal  and  foreign  markets  in  the  energetic,  well-organi 
up-to-date,  and  conciliatory  manner  adopted  by  the  Germans. 
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These  impartial  opinions,  which  might  be  multiplied  in- 
definitely, given  from  every  quarter  of  the  globe  by  the 
officials  who  are  in  the  best  position  to  see  and  hear  the  truth, 
testify  to  the  same  reiterated  fact,  that  British  Merchants  (for 
Manufacturers  who  sell  abroad  are  always  Merchants)  take  no 
"  care  in  purchasing  from  Wage-earners  exactly  the  manufac- 
tures wanted,"  but  confine  themselves  solely  to  selling  the 
manufactures  which  groups  of  Wage-earners  are  accustomed 
to  produce,  and  if  these  are  not  suited  to  any  particular 
market  they  trouble  themselves  no  more  about  that  market. 
Such  market,  consequently,  is  forthwith  captured  by  the  more 
pushing  and  accommodating  Merchants  of  other  states,  whose 
agents  never  flag  in  their  pursuit  of  customers  wherever  these 
may  be  found.  Which  country's  sales  of  home  manufactures 
must  increase,  and  which  decrease  under  these  contrasting 
methods  of  trading,  it  needs  no  prophet  to  foretell. 

Whatever,  then,  the  causes  may  be,  and  these  we  will  con- 
sider presently,  the  facts  remain  that  British  Merchants  are 
(i)  wholly  debarred  from  borrowing  from  Depositors  on  any 
terms  at  all,  and  (2)  make  no  attempt  to  purchase  from 
Wage-earners  exactly  the  manufactures  wanted.  In  other 
words,  the  two  home  conditions  declared  to  be  essential  to  the 
successful  conduct  of  foreign  trade  are  conspicuously  absent 
from  the  methods  of  British  traders.  Let  us  now  see  if  this 
absence  is  in  any  way  made  up  for  by  the  presence,  to  an 
exceptional  extent,  of  the  two  foreign  conditions  declared  to 
be  no  less  essential  to  successful  foreign  trade,  viz.,  that  the 
foreign  agents  of  home  Merchants  shall  be  (1)  persistent  in 
seeking  customers  wherever  they  may  be  found,  and  (2) 
judicious  in  selecting  returns  of  the  most  profit-yielding 
exchanges.  Again,  let  us  hear  what  our  Consuls  report  from 
every  part  of  the  world. 


CHAPTER  XXIV 

DO     BRITISH     AGENTS     ABROAD     FOLLOW      THE      METHODS 
ESSENTIAL   TO   COMMERCIAL   SUCCESS? 

(i)  RUSSIA — St.  Petersburg,  1897.  To  compete  success- 
fully in  the  Russian  market  with  Germany,  the  employment 
of  numerous  active  agents  and  travellers  is  the  first  condition, 
and  in  this  respect  we  should  follow  the  example  of  our 
German  rivals,  who,  by  the  numerous  and  dexterous  agents 
employed  by  them,  bring  their  goods  to  the  immediate  notice 
of  both  wholesale  and  retail  dealers,  with  results  very  satis- 
factory to  themselves,  and  this,  too,  in  spite  of  a  highly  pro- 
tective customs  tariff  which,  be  it  observed,  affects  all 
manufactured  goods  of  Great  Britain  and  Germany  equally. 

The  supply  of  circulars  and  catalogues  in  English  to 
consulates  in  Russia  is  a  proceeding  which  brings  but  little 
fruit,  for  they  are  not  as  a  rule  seen,  and,  if  seen,  remain 
sealed  books,  on  account  of  the  language,  etc.,  in  which  they 
are  printed,  to  the  majority  of  would-be  purchasers. 

Moscow,  1896.  If  we  intend  to  retain  our  trade  with 
Russia  we  must  employ  better  educated  travellers,  who  can 
converse  with  Russian  buyers,  and  thus  learn  their  require- 
ments and  listen  to  their  complaints.  I  often  hear  of 
commercial  travellers  from  England  arriving  in  Moscow 
unable  to  speak  anything  but  English,  whereas  Germans 
invariably  speak  a  little  Russian — enough  to  make  themselves 
understood. 

Riga,  1898.  Another  thing  which  has  time  after  time  been 
touched  upon  is  the  inefficiency  of  the  British  commercial 
traveller.  Men  .  .  .  are  sent  out  to  a  country  like  Russia 
with  no  knowledge  of  the  language. 

Helsingfors,  [896.     At  the  risk  of  stating  things  ad  nauseam, 
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I    repeat    that    Finland    is    sadly    neglected    by    the    British 
traveller. 

Nicolaiev,  1897.  The  scarcity  of  British  commercial 
travellers  is  another  impediment  to  our  trade,  and  is  taken 
advantage  of  by  foreigners.  ...  I  may  here  mention  that  it  is 
useless  for  British  firms  to  send  out  catalogues  as  they  do 
now.  These  catalogues  are  always  printed  in  English,  so 
that  few  can  understand  them.  ...  It  is  of  vital  importance 
that  our  commercial  travellers  should  speak  Russian,  and 
possess  a  certain  amount  of  knowledge  of  the  people  and 
customs  of  this  country. 

Warsaw,  1898.  In  the  course  of  last  year  some  hundred 
catalogues  were  sent  to  me  for  distribution,  all  except  two  in 
English,  with  English  weights,  measures,  and  money,  in 
which  they  gave  the  price  in  England,  but  no  indication  of 
how  a  buyer  should  get  such  things  to  him  here. 

Of  the  travellers  who  called  here,  one  spoke  the  language  of 
the  country  ;  but  they,  none  of  them,  to  the  best  of  my  recol- 
lection, could  quote  a  price  at  Warsaw  for  the  goods  they 
were  travelling  in.  .  .  .  The  marvel  is  Jiot  that  the  business 
done  by  British  firms  abroad  is  diminishing,  but  that  they 
should  still  do  any  business  at  all. 

Norway — Christiania,  1897.  The  series  of  catalogues,  price 
lists,  and  other  pamphlets  with  which  a  consulate  is  inundated 
in  these  days  are  next  to  useless,  and  the  money  thus  spent 
would  be  far  better  laid  out  if  competent  agents  were  sent 
abroad  to  ascertain  what  goods,  and  what  kind  of  goods,  are 
likely  to  find  a  ready  market.  For  one  British  commercial 
agent  half-a-dozen  foreigners,  conversant  with  one  or  more 
languages  besides  their  own,  and  possessing  the  requisite 
technical  and  practical  knowledge,  may  be  met  with,  and 
these  succeed  in  pushing  their  goods. 

Christiania,  1898.  The  fact  is  that  the  Germans  send 
their  own  travellers  with  samples  to  make  inquiries  on  the 
spot,  and  explain  their  prices,  measurements,  and  the  quality 
of  their  goods,  while  British  firms  seem  contented  for  the 
most  part  to  do  their  business  by  post. 
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Sweden — Stockholm,  1898.  In  addition,  these  products 
(German  goods)  are  most  admirably  recommended  to  Swedish 
buyers  by  the  well-trained  staff  of  commercial  travellers  which 
German  exporters  employ  to  represent  them.  Probably  ten 
German  commercial  travellers  visit  Stockholm  for  every  one 
British. 

Netherlands — Amsterdam,  1898.  Competition  with  foreign 
countries  must  be  met  by  new  measures  and  methods,  other- 
wise Great  Britain  must  lose  ground,  and  eventually  lag  sadly 
behind  in  the  race. 

Dutch  Guiana,  1896.  Until  British  manufacturers  show  a 
disposition  to  personally  visit  their  markets  and  study  local 
requirements,  they  will  have  to  see  foreigners  successfully 
competing  with  them. 

Surinam  has  had  but  one  visit  from  a  representative  of  a 
British  commercial  firm  during  1894  and  1895.  .  .  .  German, 
American,  French,  and  other  commercial  travellers  are  con- 
stantly visiting  this  market. 

Belgium — Antwerp,  1896.  No  doubt  much  valuable  com- 
mercial information  is  furnished  to  the  Mercantile  community 
by  Her  Majesty's  Consular  officers,  but  it  really  lies  in  the 
power  of  British  traders  themselves  to  further  most  effectively 
their  own  interests  and  extend  their  foreign  connections  by 
the  exercise  of  more  personal  energy,  by  the  employment  of 
a  much  larger  number  of  capable  commercial  travellers  having 
a  command  of  foreign  languages  .  .  .  and  generally  by 
shaping  their  method  of  business  so  as  to  cope  with  the 
enormous  and  ever-increasing  competition  which  so  severely 
menaces  the  future  of  British  commerce  on  the  Continent. 

Germany — Berlin,  1897.  English  firms  do  not  trouble 
themselves  to  push  trade  by  sending  out  travellers  or  by 
engaging  agents  in  the  various  markets. 

Dantzii;,  1897.  The  contrast  between  the  way  the  British 
Merchant  seeks  new  trade  channels  in  Prussia  and  that  of  his 
foreign  rivals  is  so  marked  that  I  mention  it  in  the  hope  that 
a  change  may  soon  come  over  my  countrymen's  mode  of 
action. 
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The  British  subject  obtains  from  his  consul,  or  from  a 
directory,  most  probably  out  of  date,  a  list  of  the  local  traders 
who  deal  in  what  he  wants  to  sell.  These  he  bombards  with 
price-lists  in  the  English  language,  which  they  cannot  read, 
and  then  he  is  astonished  that  they  pay  no  attention  to  his 
communication. 

The  foreign  rival,  on  the  contrary,  sends  a  traveller  here, 
speaking  German  fluently,  who  calls  on  these  same  traders 
with  samples,  and  explains  to  them  how  the  goods  can  be 
forwarded  to  them  with  the  least  possible  delay  and  expense, 
and  extols  his  wares  to  such  an  extent  that  he  seldom  leaves 
without  getting  an  order. 

France — Calais,  1896.  British  trade  cannot  hope  to  be 
pushed  entirely  by  the  instrumentality  of  the  Consul. 

Calais,  1898.  While  English  commercial  travellers  are 
comparatively  rare,  German  travellers  are  on  the  increase,  and 
show  samples  of  a  miscellaneous  character,  cutlery,  tools, 
locks,  etc.,  so  they  are  apparently  agents  for  large  commission 
houses  rather  than  for  actual  manufacturers. 

Cherbourg,  1896.  It  seems  hardly  credible,  but  it  is  a  fact 
that  the  agent  of  a  British  firm  manufacturing  agricultural 
implements,  calling  at  this  office  lately,  confessed,  in  reply  to 
my  first  question,  that  he  understood  no  French,  and  could 
not  speak  a  word  of  the  language. 

Cherbourg,  1897.  When  will  our  traders  realise  that  foreign 
buyers,  as  a  rule,  prefer  talking  to  writing ;  that  they  wish  to 
see  what  they  buy,  and  that  they  are  open  to  persuasion  ? 
One  commercial  traveller  knowing  the  language  and  the  ways 
of  the  people  will  do  more  than  10,000  circulars. 

Havre,  1896.  Our  manufacturers  do  not  appear  to  have 
yet  thoroughly  grasped  the  fact  that  trade  and  business  can 
no  longer,  in  face  of  the  yearly  increasing  severity  of  foreign 
competition,  be  attracted  by  such  methods  (the  sending  of 
circulars  and  catalogues),  and  that  energetic  commercial 
travellers,  representing,  if  possible,  two  or  three  lines  of 
business,  speaking  the  language  of  the  countries  they  visit, 
who  will  take  note  of  the  local  tastes  and  requirements,  and 
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be  able  to  give  quotations  of  prices  in  the  currency  of  those 
countries,  are  what  are  now  required  to  enable  the  United 
Kingdom  to  hold  her  own  in  the  great  international 
commercial  race. 

Switzerland — Bern,  1896.  In  1894  there  were  18,653  Per_ 
mits  issued  to  commercial  travellers,  of  whom  14,184  were 
Swiss,  and  4469  foreigners.  These  latter  were  divided  as 
follows  : — 


German 

•        3.3IO 

Belgian 

•        70 

French 

653 

English 

.       69 

Italian 

175 

Various 

..        38 

Austrian 

152 

Italy — Naples,  1896.  It  is  pitiable  to  see  the  British  com- 
mercial traveller  stumbling  along  with  an  interpreter  while  his 
German  competitor  is  conversing  fluently,  and  one  is  still 
more  sorry  for  him  when  his  samples  are  marked  with 
British  weights  and  measures. 

Milan,  1898.  It  strikes  me  as  extraordinary  that  while 
there  are  hundreds  of  German  and  Swiss  commission  agents 
in  Milan — and  their  number  is  constantly  increasing — there 
should  not  be,  to  the  best  of  my  knowledge,  a  single  British 
firm  of  general  commission  agents  in  the  whole  of  my  district. 

Genoa,  1898.  Amongst  the  causes  which  militate  against 
us  in  competing  with  continental  nations,  notably  Germany, 
may  be  mentioned  .  .  .  the  few  travellers  employed  by 
British  firms  as  compared  with  the  legions  hailing  from 
Germany,  with  samples  and  quotations  in  Italian  currency,  for 
Italian  weights  and  measures,  and  for  delivery  free  of  charge. 

Rome,  1897.  During  some  five  months'  travelling  in  Italy, 
I  have  visited  forty-five  of  the  principal  towns,  and  I  never 
met  an  English  commercial  traveller,  whilst  representatives  of 
German  trade  were  to  be  met  everywhere. 

A  tendency,  I  fear,  exists  in  England  to  give  undue  pro- 
minence  to  the  manufacturing  department,  which  is  seldom  in 
direct  contact  with  the  consumer,  and  to  neglect  the  commer- 
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cial  department,  which  should  be  in  close  touch  with  the 
consumer,  and  should,  therefore,  dictate  the  class  of  goods  to 
be  produced. 

Portugal — Oporto,  1896.  With  regard  to  British  imports 
.  .  .  our  trade  could  possibly  be  further  improved  here, 
though,  if  this  is  to  be  done,  it  will  be  by  the  personal 
exertions  of  competent  travellers  or  agents.  It  is  of  little  or 
no  use  flooding  the  place  with  English  circulars. 

Azores,  1897.  The  British  commercial  traveller  is 
conspicuous  by  his  absence. 

Mozambique,  1896.  Much  might  be  done  to  push  British 
manufactures  in  the  Transvaal  by  the  employment  of 
commercial  travellers. 

Loancla,  1897.  Up  to  the  present  time  no  British  firm 
has  sent  out  a  representative  to  this  province. 

Spain — Bilbao,  1897.  I  do  not  suppose  that  traders  in 
England  realise  the  extent  to  which  commercial  travellers 
are  employed  by  German  houses.  I  was  lately  told  that 
fourteen  commercial  travellers  had  that  morning  reported 
themselves  at  the  German  Consulate.  .  .  .  During  the  three 
years  I  have  held  this  post  I  can  only  remember  being  called 
on  by  one  British  commercial  traveller.  ...  If  trade  be 
thought  worth  having,  it  can  be  best  secured  through  a 
representative. 

Malaga,  1897.  In  Spain  (I  am  speaking  from  my  own 
experience)  the  bona  fide  British  commercial  traveller  is 
almost  unknown. 

Cartagena,  1897.  I  may  conclude  this  report  by  stating 
.  .  .  that  few  British  commercial  travellers  come  round 
offering  their  goods,  and  when  they  do  come  they  are 
generally  unacquainted  with  the  language  of  the  country, 
and  have  to  do  their  business  inefficiently  through  an 
interpreter. 

Teneriffe,  1896.  The  customer,  instead  of  seeking  British 
firms  to  give  his  orders,  now  has  the  goods  of  other  countries 
brought  daily  and  cleverly  to  his  immediate  notice  by  adroit 
commercial  travellers  speaking  his  own  language  fluently. 


Do  British  Agents  follow  the  Methods?       361 

Lastly,  the  question  of  commercial  travellers  is  one  that  has 
been  much  neglected  as  a  means  of  extending  our  trade. 
Their  name  is  legion,  but  few  are  English.  In  comparison 
with  other  nations,  we  have  absurdly  few.  Their  advantages 
are  manifest,  bringing  as  they  do  not  only  full  details  as  to 
price,  etc.,  but  also  actual  samples  of  the  manufactured  goods 
themselves.  What  customer  would  not  rather  buy  from 
those  nations  which  actually  produce  to  them  a  sample  of  the 
article  they  have  to  sell,  rather  than  from  a  mere  catalogue's 
description,  with  its  meagre  supply  of  information,  and  in  a 
language  often  not  understood? 

Austria- Hungary — Serajevo,  1897.  If  English  houses 
wish  to  trade  direct  with  these  provinces,  they  must  do  as 
foreign  houses  do — send  out  travelling  agents  who  can  speak 
the  language  of  the  country,  and  make  their  calculations 
according  to  the  metric  system  and  in  the  Austrian  currency. 

Vienna,  1897.  In  former  reports  I  have  had  to  criticise 
the  practice  of  British  firms  of  sending  over  to  this  country 
commercial  travellers  who  have  no  knowledge  of  German. 

Greece — Syra,  1896.  Not  even  the  shadow  of  a  British 
commercial  traveller. 

Piraeus,  1897.  One  of  the  reasons  of  the  decrease  in 
British  trade  is  the  fact  that  where  one  British  traveller 
visits  this  country  ten  foreign  ones  do.  1898.  Unfortunately 
no  English  travellers  visit  this  market  to  make  themselves 
acquainted  with  its  requirements. 

Zante,  1897.  Mr.  Vice-consul  Crowe  points  out  the 
disadvantages  under  which  our  trade  is  placed  by  not 
adopting  the  system  of  commercial  travellers  adopted  by 
Germany,  Austria,  and  Italy  .  .  .  and  condemns  our  practice 
of  only  sending  price-lists  and  catalogues  in  a  language  and 
currency  unknown  to  the  people. 

Corfu,  1898.  The  advisability  of  employing  commercial 
travellers  has  been  mentioned  in  former  reports.  It  is  by 
their  means  that  Italy,  Belgium,  and  Germany  especially, 
have  ousted  our  goods  from  the  field  and  introduced  their 
own. 
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Roumania — Braila,  1896.  It  might  be  advantageous  to 
again  repeat  the  advice  often  given  to  those  desirous  of 
opening  up  business  relations,  viz.,  of  the  desirability  of 
sending  out  their  own  agents  to  establish  at  least  their  first 
connections,  and  also  of  the  absolute  necessity  of  such  men 
being  capable  of  transacting  their  business  in  either  German 
or  French — the  former  for  choice. 

Turkey — Salonica,  1896.  The  neglect  of  Salonica  by 
British  commercial  travellers  may  also  be  contrasted  with 
the  frequent  visits  of  French,  German,  Swiss,  and  Austrian 
travellers.  1898.  Capable  British  travelling  agents  are 
practically  unknown  in  these  parts. 

Jerusalem,  1897.  The  number  of  commercial  travellers 
who  visited  Palestine  in  1896  of  different  nationalities  is  as 
follows : — 


German 

29 

Various 

6 

Austrian 

13 

English 

4 

French 

13 

Aleppo,  1898.  To  one  English  traveller  who  comes  to 
these  parts  there  are  perhaps  ten  German  or  French. 

Eg]>pt — Cairo,  1898.  The  necessity  for  reliable  and 
active  English  agents  is  especially  necessary  in  such  a 
country  as  Egypt,  where  a  larger  international  community 
exists,  and  commercial  patriotism  is  developed  to  a  high 
degree.  ...  It  has  almost  become  a  commonplace  in  trade 
reports  to  allude  to  the  insufficiency  and  want  of  resource  of 
the  traveller  class  representing  British  trade  abroad. 

United  States — Kansas  City,  1897.  During  the  past  year 
many  goods  of  German  make  are  finding  their  way  to  the 
West,  and  taking  the  place  of  British  goods.  The  question 
is,  How  does  Germany  push  her  trade  in  this  country  ?  .  .  . 
(1)  They  send  commercial  travellers  through  the  country  to 
see  what  others  are  doing,  and  examine  closely  the  price  and 
grades. 

San  Francisco,   1898.     An  extensive  dealer  in  cutlery  in 
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this  city  informed  me  that  no  travellers  representing  British 
firms  ever  visit  San  Francisco. 

Mexico— Vera.  Cruz,  1898.  The  drawback  to  British  trade 
is  that  it  is  not  properly  represented  in  this  market.  .  .  .  What 
British  trade  requires  is  the  permanent  establishment  of 
agents  and  representatives  of  firms  and  manufacturers,  who 
should  be  of  British  nationality,  and  should  exhibit  samples, 
study  the  market,  and  be  ready  to  receive  orders  for  small 
lots  that  could  be  collected  for  consignment  to  this  port. 

Mexico,  1898.  In  almost  every  report  I  have  written  on 
Mexico  I  have  called  attention  to  the  absence  of  English 
houses  of  business  here,  and  the  impossibility  of  really  push- 
ing British  trade  without  them,  in  view  of  the  keenness  of 
competition  from  other  countries. 

Venezuela  —  Caracas,  1897.  The  largest  firms  in 
Venezuela  are  German.  .  .  .  As  opposed  to  this,  there  is  not 
a  single  British  firm  in  the  whole  of  Venezuela. 

Brazil — Rio  de  Janeiro,  1897.  For  many  years  past  I  have 
in  my  reports  inveighed  ad  nauseam  against  the  system  of 
British  Manufacturers  adopting  catalogues  instead  of  employ- 
ing commercial  travellers  cognisant  of  the  language  of  the 
country,  the  exigencies  of  the  trade,  customs  tariff,  exchange 
and  freights,  so  as  to  be  able  to  figure  out  at  once  to  a 
customer  at  what  cost  he  can  lay  down  the  goods  on  the 
market.  ...  As  is  well  known,  the  Germans  have  made  a 
special  study  of  the  requirements  of  South  America,  and  are 
fast  absorbing  the  trade.  .  .  .  Twenty  or  thirty  years  ago  the 
import  and  the  export  trade  of  this  State  was  almost 
exclusively  in  the  hands  of  British  Merchants,  now  it  is  in 
German  hands. 

Peru — Callao,  1897.  The  only  way  to  push  trade  is  by 
employing  a  certain  class  of  commercial  travellers,  who  should 
be  men  of  engaging  manners,  thoroughly  acquainted  with  the 
language  of  the  country  and  the  local  market. 

licuador — Quito,  1896.  A  few  commercial  travellers  from 
France,  Germany,  and  the  United  States  have  visited  Quito 
during  the  past  year,  but  none  from  England. 
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China— Chefoo,  1896.  In  almost  every  German  mercantile 
house  there  is  at  least  one  German  partner  or  clerk  who 
speaks  Chinese.  This  is  seldom  found  in  English  houses. 
Merchants  should  in  their  own  interests  insist  on  their 
managers  and  salesmen  travelling  occasionally  in  the  country 
round  the  port,  and  thus  get  in  touch  with  needs,  and  ascertain 
what  is  likely  to  sell. 

Japan— Nagasaki,  1898.  The  English  manufacturer,  as  a 
general  rule,  will  take  no  risk  ;  all  that  must  be  borne  for  him 
by  another  far  less  interested  in  the  ultimate  result  than 
himself. 

Pacific  Islands—  Samoa,  1898.  British  firms  nowa- 
days seem  to  expect  to  have  markets  found  for  them,  instead 
of  finding  them  for  themselves,  as  in  the  past.  .  .  .  The 
remedy  lies  in  the  employment  of  really  efficient  commercial 
travellers,  or  better  still,  travelling  partners. 

Tonga,  1 898.  No  traveller  from  Great  Britain  has  been  to 
Tonga  in  the  last  eleven  years. 

Thus  far  as  to  the  extent  to  which  agents  abroad  are  em- 
ployed by  British  Merchants  at  home,  and  the  vigour  and 
capacity  with  which  they  push  sales  of  British  manufactures. 

(2)  Now  as  to  the  judgment  and  success  with  which  such 
agents  as  are  employed  select  returns  against  home  manu- 
factures of  the  most  profit-yielding  "foreign  exchange." 

It  will  be  noticed  that  the  entire  body  of  Consuls  are 
absolutely  silent  upon  these  points.  They  never  even  allude 
to  any  selection  of  foreign  labour-products  as  exchanges  for 
home  manufactures,  and  consequently  do  not  consider  whether 
these  are  the  most  profit-yielding  or  not.  The  reasons  for 
this  silence  are  obvious:  (1)  Because  the  foreign  agents  of 
British  Merchants  never  effect  any  commodity  exchanges  at 
all ;  (2)  because  it  has  not  occurred  to  the  Consuls  that  it  is 
any  part  of  their  function  to  make  them,  or  that  the  making 
of  them  would  do  anything  to  increase  the  exports  of  British 
Manufactures. 

That  this  has  occurred  to  others,  however,  is  shown  by  the 
following  extract   from   a   recent  most  practical  and  valuable 
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work,  "  China  in  Transformation"  (A.  R.  Colquhoun).  "All 
the  facts  regarding  the  unsatisfactory  condition  of  our  trade 
with  China  tend  to  teach  us  the  same  lesson — how  necessary  it 
is  to  open  China  to  push  our  manufactures  into  the  country,  and 
pay  the  producer  direct  for  his  produce  with  the  cottons, 
broad-cloths,  and  other  manufactures  we  send  to  China.  The 
question  is  one  with  which  our  commercial  future  is  so  closely 
connected  that  it  is  hard  to  understand  why  a  deeper  interest 
is  not  taken  in  it.  .  .  .  At  only  twelve  out  of  the  eighteen 
(treaty)  ports  are  there  British  subjects  engaged  in  any  sort 
of  trade,  and  at  only  three  or  four  are  they  interested  in  the 
import  trade.  The  foreign  firms  are  more  and  more  ceasing 
to  be  merchants  in  the  true  sense  of  the  word,  and  rather 
than  push  the  interior  trade  and  risk  the  market  in  China, 
they  prefer  to  settle  terms  before  the  merchandise  leaves 
Europe.  ...  Of  the  textiles  imported  from  England  and 
America,  actually  as  much  as  one-half  is  specially  indented 
for  under  instructions  from  Chinese  dealers  "  (p.  141).  The 
italics  are  ours.  Again,  "  If  the  interchange  of  commodities 
between  the  East  and  the  West  is  to  grow,  it  is  the  Western 
Merchant  who  must  discover  what  more  the  Chinaman  has  to 
give  us  in  exchange  for  our  manufactures.  The  initiative 
must  come  from  our  side,  and  until  we  can  take  more  from 
China  she  must  not  be  expected  to  take  more  from  us  "  (p. 
144). 

From  all  these  statements  as  to  the  methods  of  British 
agents  abroad,  which  might  be  multiplied  indefinitely,  it  is 
plain  that  the  two  foreign  conditions  declared  to  be  essential 
to  their  success,  via.,  the  employment  of  multitudinous  and 
capable  agents,  and  their  judicious  selection  and  return  of 
foreign  exchanges,  are  not  less  absent  from  such  methods  than 
are  the  two  essential  home  conditions,  viz.,  freedom  to  borrow 
from  Depositors  on  the  most  advantageous  terms,  and  care  in 
purchasing  from  Wage-earners  exactly  the  manufactures 
wanted.  In  other  words,  if  our  conclusion  so  far  be  correct, 
British  traders  would  seem  to  be  lacking  in  all  the  elements 
of  success  when  compared  with  those  of  their  foreign  rivals.   For 
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they  labour  under  the  following  disadvantages,  set  down  here 
in  the  order  of  their  economic  importance,  all  resulting  from 
circumstances  over  which,  as  Merchants,  they  have  no  control. 
(i)  The  prices  of  their  manufactures  are  higher  than  those 
of  their  rivals  owing  to  British  currency  units  having  become 
international. 

(2)  They  are  unable  to  grant  as  long  credits  abroad  owing 
to  the  terms  required  by  Bankers  for  the  loan  of  "  deposits  " 
at  home. 

(3)  They  have  become  incapable  of  accepting  commodity 
returns  for  manufactures  owing  to  their  enforced  connection 
with  machinery,  and  have  thus  lost  the  overwhelming  advan- 
tage that  belongs  economically  to  all  Merchants  who  can 
profit  by  such  exchanges  as  compared  with  those  who 
cannot. 

(4)  They  have  become  unable  to  fill  the  indents  of  capable 
foreign  agents,  and  therefore  rarely  employ  them,  for  the 
monster  Factory  system,  of  which  they  have  become  a  part, 
does  not  permit  of  small  and  frequent  variations  in  manufacture, 
nor  the  large  number  of  hands  employed  the  execution  of 
small  and  special  orders. 

It  is  not  much  to  be  wondered  at,  then,  if  a  consideration  of 
the  present  condition  of  British  trade  and  the  methods  of 
British  traders  fills  with  something  like  despair  those  practical 
and  intelligent  observers  who,  keenly  interested  in  their 
country's  position,  prosperity,  and  commercial  prestige,  per- 
ceive everywhere  the  slackness  of  her  hold  upon  foreign 
markets,  and  the  firmer  grip  which  foreign  rivals  are  obtaining, 
not  only  of  them  but  of  home  markets  as  well.  The  opinions 
of  such  a  friendly  critic  are  admirably  expressed  in  the  follow- 
ing letter  from  an  Englishman,  long  resident  in  the  United 
States,  which  appeared  in  the  Belfast  News-Letter,  of  Feb. 
16,  1899: — "  I  have  devoutly  wished — nay,  longed — to  do  or 
say  something  that  should  rouse  my  countrymen  to  a  full 
realisation  of  a  situation  full  of  menace  to  their  welfare, 
especially  the  Manufacturers,  and  by  consequence  those 
dependent  on  them.     Great  disaster,  in  my  opinion,  is  threat- 


Do  British  Agents  follow  the  Methods  ?      367 

erring  British  Trade,  and  that  from  two  sources — the  growth 
and  development  of  manufactures  in  the  United  States,  and 
the  enterprise  of  its  Merchants  and  Manufacturers  on  the  one 
hand  ;  and  what  is  worse,  the  seeming,  if  not  actual,  apathy 
of  the  British  Manufacturers  and  Merchants  on  the  other. 
The  one  is  wonderful,  the  other  is  deplorable,  and  both  are 
amazing.  To  the  remarkable  ingenuity  of  its  people  in  per- 
fecting machinery  for  every  conceivable  purpose,  and  their 
eagerness  to  seize  upon  every  labour-saving  device,  and  to  the 
country's  tremendous  natural  resources  and  their  development, 
must  be  attributed  the  great  growth  of  the  American  foreign 
trade.  Quickness  to  seize  opportunity  and  ready  adaptability 
to  markets  is  a  marked  characteristic  of  this  enterprising 
people.  This  extraordinary  quickness  and  adaptability  has 
recently  been  shown  in  the  alacrity  with  which  they  entered 
hitherto  British  markets  during  the  late  engineers'  strike  and 
the  Welsh  coal  strike.  Markets  then  lost  to  our  home  (I 
mean  British)  manufactures  will  never  be  wrested  from  this 
country,  I  fear.  In  addition  to  their  great  achievements  in 
reducing  the  cost  of  manufactures  by  means  of  their  inventive 
energy,  the  American  manufacturer  and  trader  is  an  advertiser 
to  the  manner  born.  This,  together  with  his  readiness  to 
meet  the  wants  of  his  customer,  rather  than  to  narrow  choice 
to  what  is  offered  ;  to  put  up  his  wares  in  attractive  and  in 
dainty  packages  to  meet  daily  needs,  by  ingenious  domestic 
devices  to  meet  the  wishes  and  even  the  vanities  of  his 
customers  ;  to  supply  his  customer  with  '  catchy  '  advertising 
matter — all  these  have  to  do  with  the  recent  rapid  growth  of 
American  foreign  trade.  To  be  more  explicit,  an  American 
pottery  man,  for  instance,  will  make  a  special  pattern  of  dinner 
service  and  mark  his  customer's  name  and  trade  mark  on  it  ; 
so  with  a  hat,  with  cutlery,  with  plate — anything,  so  long  as 
they  sell.  I  was  at  a  friend's  house  the  other  night  to  hear  a 
gramophone.     I  was  not  a  little  surprised  and  amused  when 

the  instrument  announced  a  song  sung  by  Mr. ,  expressly 

for  Mr. ,  my  friend.       He  paid  double  for  that  particular 

song;  but  a   little  vanity  was   pleased,  and  the  maker  of  the 
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instrument  secured   a   customer.      There   must  come  a  rude 
awakening  to  the  British  manufacturer  and  trader. 

"  When  peace  is  finally  disposed  of  between  the  United 
States  and  Spain,  the  American  will  make  himself  very  much 
known  and  felt  in  markets  hitherto  controlled  by  his  brother 
over  seas.  Indeed,  he  is  already  encroaching,  and  that  to  a 
great  extent  in  China,  in  India,  and  in  Japan  ;  nay,  he  is 
invading  England  itself,  for  I  lately  saw  in  a  paper  that 
American  locomotives  and  electric  tramcars  had  been  sold  in 
England  !  The  methods  of  conducting  British  trade  have  to 
be  radically  and  rapidly  changed  or  you  and  I  will  see  our 
country,  not  first,  but  second,  perhaps  third,  in  the  world's 
markets.  Continued  apathy  or  stubborness — I  know  not 
which  it  is — another  Engineers'  and  similar  strike,  will  bring 
appalling  disaster  to  old  England's  trade.  Markets  will  be 
lost  that  can  never  be  recovered.  I  watched  the  continuance 
of  these  destructive  disputes  with  a  sinking  heart,  knowing 
what  it  was  costing  the  land  of  my  birth.  The  newspapers 
here  in  the  United  States  were  keenly  alive  to  the  situation, 
and  urged  their  manufacturers  to  seize  the  opportunity  thus 
presented.  They  were  swift  to  do  so.  But  I  am  not  writing 
an  economic  essay,  and  it  is  painful  in  any  case  to  dwell  upon 
even  possible  loss  of  prestige  of  the  people  and  the  land  I 
love,,  although  separated  from  both  for  many  years." 

But  at  this  point  it  may  fairly  be  asked  :  (1)  What,  then, 
are  the  methods  at  present  employed  by  British  Merchants, 
which,  however  inefficient,  still  enable  them  to  carry  on  the 
enormous  export  trade  they  actually  do  conduct  ?  (2) 
How  does  it  come  that  so  vast  an  export  trade  has  been 
built  up  upon  these  methods  if  they  are  so  inefficient  as  here 
declared  ? 

These  questions  we  will  answer  in  the  two  chapters  which 
follow. 
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CHAPTER  XXV 

METHODS   FOLLOWED   BY  BRITISH    MERCHANTS   AT   HOME 

AND   ABROAD 

We  have  seen  from  the  reports  of  British  Consuls,  furnished 
from  every  quarter  of  the  globe,  how  insignificant  in  number 
and  inefficient  in  character,  mainly  because  of  their  ignorance 
of  foreign  languages,  is  the  desultory  band  of  agents  (it  cannot 
pretend  to  the  organisation  or  importance  of  an  army)  which 
British  Exporters  employ  abroad.  It  is  manifest,  conse- 
quently, that  the  few  orders  which  those  agents  transmit  can 
account  for  but  a  very  small  portion  of  those  producing  the 
grand  total  of  British  exports.  And  yet  it  is  certain  that 
those  exports  result  from  orders,  since  purely  speculative 
shipments  of  manufactures  are  rare,  seeing  that  practically  no 
foreign  agents  are  employed  to  receive  and  sell  them. 
Whence,  then,  do  these  orders  come  ?  A  statement  of  Mr. 
Colquhoun's  in  the  passage  already  quoted  virtually  answers 
this  question.  He  says :  "  Of  the  textiles  imported  from 
England  and  America  actually  as  much  as  one-half  is  specially 
indented  for  under  instructions  from  Chinese  dealers."  But  if 
this  is  the  system  under  which  so  large  a  part  of  the  exports 
to  China  are  made,  differing  so  widely,  and  being  so  remote 
from  each  other  as  Britons  and  Chinese  are,  we  may  safely 
assume  that  the  same  system  is  followed,  but  to  an  im- 
mensely greater  extent,  with  the  more  cognate  and  adjacent 
inhabitants  of  other  countries. 

We  are  thus  confronted  with  this  very  remarkable  com- 
mercial fact  that  the  export  trade  of  Great  Britain,  as  now 
conducted,  depends,  except  to  a  very  insignificant  extent, 
upon  orders  given  by  Customers  abroad  to  Exporters  resident 
at  home.     That  is,  the  initiative  of  the  trade  starts  from  the 
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foreign  customer  and  not  from  the  home  Merchant.  1 1  is  the  buyer 
who  seeks  the  goods,  and  not  the  goods  that  seek  the  buyer. 
But  this  means  nothing  less  than  that  the  functions  of  the 
true  Merchant  are  not  now  discharged  by  anyone  in  Great 
Britain.  For  the  essence  of  these  functions  is  the  exchange  of 
commodities  abroad.  A  true  Merchant  must  be  an  exporter 
before  he  can  import  anything,  and,  as  an  Exporter,  he  must 
have  Agents  abroad  to  sell  his  manufactures  for  him.  It  is 
true  that  trade  with  any  particular  market  may  so  increase 
as  to  make  it  convenient  to  differentiate  Importers  from 
Exporters.  But  this  in  no  way  affects  the  nature  of  the 
operations  performed,  nor  does  it  tend  to  reduce  the  number 
of  foreign  agents  required.  On  the  contrary,  it  should  cause 
a  large  increase  in  this  number,  since  it  supposes  sales  to 
have  become  so  numerous  as  to  fully  occupy  the  time  of 
those  who  before  made  purchases  as  well.  It  thus  requires 
the  addition  to  the  army  of  exchange  agents  of  an  entirely 
new  battalion  engaged  exclusively  in  the  function  of  buying. 
The  differentiation  of  Importers  from  Exporters,  therefore, 
in  no  way  accounts  for  the  practical  disappearance  of  exchange 
and  selling  agents  abroad. 

There  is,  however,  something  which  does  account  for  it, 
viz.,  the  burthening  of  British  Exporters  with  the  possession 
of  machinery,  and  their  consequent  superficial  transformation 
into  "  Manufacturers."  That  functionally,  however,  these 
"  Manufacturers"  remain  Merchants  still  is  certain,  seeing  that 
they  live  wholly  upon  profits,  and  personally  manufacture  nothing. 
But  the  transformation  has  this  effect,  that  it  partially 
paralyses  their  mercantile  faculties,  in  that  it  deprives  them  of 
power  to  receive  foreign  labour-products  in  return  for  home 
manufactures,  for  a  "manufacturer"  must  obtain  payment  in 
money,  and  cannot  accept  exchanges  in  kind.  It  is  just  this 
partial  paralysis  of  mercantile  faculties,  accompanied  as  such 
paralysis  always  is  by  atrophy  of  mercantile  motives  and 
development  of  industrial  ones  (the  "  manufacturer  "  desiring 
to  sell  the  special  articles  produced  by  his  particular  machines, 
but  the  Merchant  to  purchase  the  special  articles  wanted  by 
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his  particular  customers)  that  accounts  for  the  present  indiffer- 
ence of  Manufacturers  to  the  employment  of  foreign  agents. 
For  the  special  functions  of  these  agents  are  (1)  to  supply  the 
wants  of  foreign  customers  ;  (2)  to  select  the  most  profitable 
returns  in  foreign  labour-products.  More  than  half  their 
utility  is  wasted,  therefore,  if  they  merely  have  to  dispose  of 
the  special  products  of  particular  machines. 

Now  were  these  distinctions  merely  theoretic,  they  might 
be  disregarded  with  impunity.  It  would  not  matter  to  any- 
one what  names  were  attached  to  occupations  or  to  means  of 
subsistence  if  these  latter  could  be  obtained  in  sufficient 
abundance  regardless  of  names.  A  pound  would  seem  to  be 
equally  a  pound,  whether  it  came  as  "  profit"  or  as  "wages." 
But  unfortunately  for  this  rule-of-thumb  way  of  thinking,  the 
continuous  flow  of  pounds  to  any  particular  class  entirely 
depends  upon  whether  that  class  effectively  discharges  its 
special  functions.  Since,  if  it  ceases  to  do  so,  the  stream  of 
pounds  it  now  receives  must  presently  fail,  as  soon  as  it  finds 
an  easier  channel  to  flow  in,  or  ceases  to  be  forced  uphill. 
And  an  easier  channel  is  offered  directly  rival  merchants 
deliver  goods  readily  on  the  spot,  which  hitherto  customers 
had  to  obtain  wiih  difficulty  from  England ;  while  they 
cease  to  be  iorced  uphill  as  soon  as  these  goods  include  such 
special  manufactures  as  hitherto  England  alone  produced. 

But  common-sense  speaks  upon  this  point  just  as  emphati- 
cally as  economic  theory.  For  anyone  who  gives  the  subject 
more  than  a  passing  thought  can  see  how  strong  must  be  the 
hold  of  a  Merchant  upon  any  market  when  he  has  a  capable 
agent  in  it,  known  to  and  liked  by  the  Customers  frequenting 
it,  versed  in  their  needs,  able  to  supply  them  on  the  spot,  and 
himself  financially  interested  in  the  multiplication  of  sales. 
And  conversely,  how  weak  must  be  the  hold  of  a  "  manu- 
facturer "  upon  that  same  market  when  he  has  no  agent  in  it, 
but  depends  for  orders  from  it  upon  Customers  who  must 
write  to  him  in  his  language,  be  willing  to  take  all  risks  of 
conveyance,  and  perhaps  pay  for  their  purchases  before  they 
have  seen   them.      In   the   former  case,  should  a  foreign  rival 
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appear,  he  will  have  a  very  difficult  task  to  oust  "  the  man  in 
possession,"  and  must  offer  very  exceptional  inducements 
before  he  can  do  so.  In  the  latter,  there  is  no  "man  in  pos- 
session "  to  oust,  while  every  frequenter  of  the  market  will 
joyfully  welcome  any  agent,  no  matter  whence  he  comes, 
who  offers  them  the  goods  they  want  in  the  market  itself,  and 
does  not  ask  payment  until  after  delivery,  and  often  very 
long  after.  Let  any  Englishman  ask  himself  how  many 
manufactures  he  would  buy  if  he  had  to  order  them,  say  in 
Russia,  from  a  Russian  Manufacturer,  remit  Russian  money, 
and  accept  the  risk  not  only  of  transport  from  Russia,  but  of 
finding  the  goods  on  arrival  not  the  kind  he  wanted.  Would 
he  not  welcome  a  French  or  German  agent,  who,  in  his  own 
language,  supplied  his  wants  on  the  spot,  taking  payment  in 
English  currency,  and  only  after  he  had  satisfied  himself  by 
inspection,  and  perhaps  by  use,  that  the  goods  were  exactly 
what  he  wanted  ?  He  would  be  willing  to  pay  even  a  higher 
price  for  these  facilities,  while  if  the  price  was  lower,  he  would 
never  give  Russia  or  its  manufactures  another  thought. 

But  such  hold  as  British  exporters  have  upon  foreign 
markets  is,  as  all  our  Consuls  tell  us,  wlwlly  of the  latter  or 
weaker  kind.  That  they  still  receive  orders  from  these  markets, 
therefore,  can  only  be  due  to  one  of  two  reasons.  Either  such 
markets  have  not  yet  been  invaded  by  foreign  rivals,  or  these 
rivals  are  not  yet  able  to  supply  the  particular  manufactures 
still  ordered  from  England.  For  when  both  events  take  place 
such  orders  must  cease. 

If,  then,  this  view  of  the  commercial  situation  be  correct, 
and  our  Consuls  are  not  wholly  mistaken  as  to  what  takes 
place  before  their  eyes,  the  methods  at  present  adopted  by 
British  exporters  gives  them  no  hold  at  all  upon  foreign  mar- 
kets, but  merely  a  most  precarious  footing  in  them.  While  the 
orders  still  received  from  these  markets  are  bound  to  cease  as 
soon  as  foreign  Merchants  enter  them  who  can  supply  on  the 
spot,  whether  cheaper  or  not,  goods  similar  to  those  now 
obtained  only  after  correspondence  with  "  Manufacturers  "  in 
England. 


CHAPTER  XXVI 

HOW   HAS   BRITISH   TRADE   BEEN    BUILT    UP   BY    PRESENT 
METHODS   IF   SO   BAD  ? 

To  the  second  question,  "  How  comes  it  that  so  vast  an 
export  trade  as  Great  Britain's  has  been  built  up  by  these 
methods,  if  really  so  bad  ?  "  there  is  but  one  answer.  It  never 
was  built  up  by  these  methods.  The  markets  now  supplied 
with  British  manufactures  could  not  have  been  captured  in 
the  past,  any  more  than  they  can  now  be  held  in  the  present, 
by  Exporters  sitting  at  home  and  waiting  for  orders  to  come 
to  them,  or  even  by  choking  such  dead  letter  offices  as  the 
British  Consulates  with  unintelligible  catalogues  descriptive 
of  their  goods.  They  must  have  been  secured  by  Britons  in 
the  past  in  just  the  same  way  as  Germans,  French,  Belgians, 
and  Americans  are  securing  them  now,  viz.,  by  the  personal 
efforts  of  capable  agents.  And  as  a  matter  of  fact,  it  used  to 
be  a  common  practice  with  British  mercantile  firms  for  the 
junior  partner  to  take  charge  of  his  house's  operations  abroad, 
while  the  senior,  who  had  already  served  his  foreign 
apprenticeship,  looked  after  them  at  home.  Regretful 
allusions  are  frequent  in  the  consular  reports  to  the  with- 
drawal or  disappearance  of  these  foreign  branches  of  British 
firms. 

The  present  system  is  a  purely  modern  growth,  or,  as  it  now 
might  properly  be  called,  a  purely  modern  and  so  far,  largely, 
British  disease,  the  offspring,  as  we  have  already  shown,  of  the 
British  Banking  system,  and  dependent  for  its  baleful  presence 
wholly  upon  that  system.  That  it  has  long  been  engaged  in 
sapping  the  energies  of  British  exporters  and  transforming  the 
i  haracter  of  the  British  export  trade  is  certain.  But  the 
enormous  advances  made  by  manufacturers  in  Great   Britain 
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since  the  adoption  of  Free  Trade,  and  their  superior  cheap- 
ness and  variety  as  compared  with  those  of  every  other 
country,  helped  to  conceal  the  progress,  and  largely  neutralise 
the  effects  of  the  economic  disease  itself.  Directly,  however, 
the  merit  of  superior  cheapness,  attaching  to  British  manufac- 
tures up  to  1S74,  was  suddenly  transferred  then  a?id  since  to 
the  manufactures  of  Germany,  Belgium,  France,  the  States,  etc., 
the  sole  inherently  sustaining  power  remaining  to  the 
export  trade  of  Great  Britain  disappeared,  and  immediately 
the  crippling  effects  of  the  deleterious  changes  in  her  mercan- 
tile methods  began  to  make  themselves  felt,  and  all  the  more 
rapidly  in  proportion  as  the  powerful  stimulus  of  superior 
cheapness  acted  as  a  liberal  bounty,  as  against  Great  Britain, 
to  the  export  trade  of  foreign  countries.  How  conspicuously 
disastrous  have  been  the  combined  effects  of  the  transfer  of 
superior  cheapness  from  British  manufactures  to  foreign  ones, 
through  the  adoption  of  an  international  currency,  and  the 
degradation  of  British  export  Merchants  into  machine-owning 
"  Manufacturers,"  through  the  presence  of  illegitimate 
competition,    the    following    Table    will    show. 


TABLE  XXXV. 

Showing  Exports  of  British   and  Irish   Products  during   the  existence 
and  since  the  cessation  of  Free  Trade. 


Exports  during  the  Thirty  Years  of  Free  Trade. 

Years. 

Average  Annual  Exports 
of  British  Products. 

Ratio. 

Exports  per  head. 

Ratio. 

£ 

per  cent. 

£  S-      D. 

per  cent. 

184O-4 

44,176,000 

100 

1    18      7 

100 

1845-9 

58,637,000           133 

2      2      1 

109 

1850-4 

84,0c;  2, 000 

190 

3     1     0 

158 

1855-9 

1 16,120,000 

263 

4      2      2 

213 

1860-4 

138,407,000 

3ii 

4    15      O 

246 

1865-9 

181,288,000 

410 

6       O      Q 

3ii 

1870-4 

234,726,000 

531 

7     7     5 

382 
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Exports  since  the  Cessation  of  Free  Trade. 

Years. 

A\ erase  Annual  Exports 
of  British  Products. 

Ratio. 

Exports  per  head. 

Ratio. 

1870-4 

1875-9 
1880-4 
1885-9 
1890-4 
1895-8 

£ 

234,726,000 

201,476,000 
234,275,000 
226,245,000 
234,426,000 

233,458,000 

per  cent. 
100 

86 
100 

96 
100 

99 

£    S.     D. 

7     7     5 
607 

6  13     6 

6     3     7 

6     3     ' 

5  i7    9 

per  cent. 

100 

81 

90 

83 

83 
80 

1895-8 

1,000,000,000 

426 

25    4    5 

342 

The  above  is  perhaps  the  most  remarkable  and  instructive 
of  all  the  Tables  presented  in  this  work.  For  in  it  we  see  the 
exports  of  British  and  Irish  products  increasing  by  "leaps 
and  bounds  "  from  the  quinquennium  1840-44,  the  last  term  of 
the  Protective  period,  up  to  and  including  the  quinquennium 
1870-44,  the  last  term  of  the  Free  Trade  period,  the  annual 
average  of  exports  at  the  end  of  the  latter  period  being 
actually  five  and  a  half  times  greater  than  the  annual  average 
at  the  end  of  the  former  period.  Nor  was  this  increase  an 
intermittent  one.  On  the  contrary,  it  was  progressively 
regular,  each  quinquennium,  one  only  excepted,  showing  an 
augmented  increase  over  its  predecessor,  while  even  that 
exception  shows  a  large  although  not  an  augmented  increase. 

But  when  the  Free  Trade  period  in  Great  Britain  was  put 
an  end  to  by  the  sudden  and  artificial  transference  of  superior 
cheapness  from  her  manufactures  to  foreign  ones,  through  the 
wide  adoption  by  poorer  states  of  her  currency  unit,  an 
immediate  and  extraordinary  change  occurs.  It  is  as  if  some 
omnipotent  voice  had  suddenly  called  "  Halt,"  to  the  ex- 
porters of  Great  Britain,  for  at  once  all  progress  ceases,  and 
the  augmenting  increase  of  the  Free  Trade  term,  culminating 
in  its  last  quinquennium  in  an  advance  of  121  per  cent,  over 
the  preceding  one,  is  suddenly  transformed  into  a  decrease, 
and  thereafter,  and  up  to  the  present  time,  the  annual  total  of 
British  and  Irish  exports  remains  either  reduced  or  stationery. 
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To  realise  the  full  meaning  of  this  stroke  of  commercial 
paralysis,  it  must  be  remembered  that  the  twenty-four  years 
that  have  elapsed  since  1874  have  been  years  of  world-wide 
and  unexampled  progress.  They  have  been  years  in  which, 
in  the  main,  peace  has  prevailed  throughout  the  world  ;  in 
which  millions  have  been  added  to  its  population  ;  in  which 
railways  have  been  extended  in  every  country ;  in  which 
fleets  of  new  steamers  have  been  launched  upon  the  seas ;  in 
which  continents  have  been  connected  and  laced  by  telegraphs  ; 
in  which  vast  areas  of  savagedom  have  been  subdued  to 
civilisation  ;  in  which  markets  have  everywhere  multiplied, 
and  buyers  in  markets  ;  in  which  over  4,000,000  square  miies 
have  been  added  to  the  British  Empire  and  its  population 
increased  by  138,000,000,  and  yet  in  face  of  this  universal, 
this  phenomenal  activity,  making  memorable  these  four-and- 
twenty  years  as  record  years  in  the  economic  history  of  the 
world,  not  a  single  pound  has  been  added  to  the  total  of  purely 
British  exports.  So  that  enormous  as  has  been  the 
increased  demand  for  manufactures  accompanying  this 
ubiquitous  development,  the  whole  has  been  supplied  by  foreign 
exporters,  and  not  one  penny  s  worth  by  British. 

It  is  for  those  Economists  who  persuade  themselves,  and 
try  to  persuade  their  countrymen,  that  all  is  well  with  British 
trade,  to  account  satisfactorily,  if  they  can,  for  the  above 
extraordinary  fact,  and  explain  why  it  is  that  the  annual  total 
of  purely  British  exports  remains  in  1895-98  the  same  as  in 
1870-74,  when  had  they  been  made  under  conditions  similar 
to  those  prevailing  during  the  previous  thirty  years,  they 
would  now  have  reached  the  astounding  total  of  ;£ 1 ,000,000,000 
a  year. 


CHAPTER  XXVII 

HOW   A   REFORM    IN    THE   CURRENCY   MUST   LEAD   TO   A 
RETURN    TO   SUCCESSFUL   TRADE   METHODS 

SINCE  the  acceptance  of  foreign  labour-products  in  return  for 
home  manufactures,  i.e.,  the  making  of  commodity  exchanges 
abroad,  is  the  true  source  of  all  mercantile  profits,  for  true 
trade  profits  can  only,  and  must  always  be  realised  at  home, 
those  Merchants  who,  through  their  ownership  of  machinery, 
are  incapacitated  from  making  these  exchanges,  cannot  possibly 
realise  the  full  profits  of  trade,  but  something  much  less  than 
these. 

Again,  since  ability  to  supply  the  varied  wants  of  Customers 
determines  the  volume  of  mercantile  sales,  those  Merchants 
who,  through  their  ownership  of  machinery,  are  restricted  to 
selling  only  special  manufactures,  cannot  possibly  command  the 
custom  of  foreign  markets  or  compete  successfully  in  tJiem 
asrainst  rival  Merchants  not  so  restricted. 

o 

Thus  the  possession  of  machinery  by  the  Merchants  of  any 
country  is  an  absolute  bar  (i)  to  their  realising  the  full  profits 
of  trade  ;  (2)  to  their  competing  successfully  with  the  freer 
Merchants  of  rival  countries.  But  practically  all  British  ex- 
port Merchants  noza  ozvn  machinery,  since  the  export  trade 
of  Great  Britain  has  passed  wholly  into  the  hands  of  machine- 
owning  Merchants  or  "  Manufacturers,"  who  now  retain  their 
rightful  monopoly  of  exclusive  dealing  with  Wage-earners 
solely  in  virtue  of  such  ownership.  For  it  is  this  alone  which 
now  protects  them  from  competing  for  manufactures  with  the 
swarms  of  spurious  '■Merchants"  created  by  the  advance  of 
fictitious  bank  deposits.  In  other  words,  the  alternative  was 
offered  to  British  Merchants  of  neglecting  the  customers  and 
losing  the  power  of  making  exchanges  abroad,  or  of  retaining 
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their  monopoly  of  exclusive  dealing  with  Wage-earners  at 
home.  Instinctively  they  chose  the  latter  course,  for  there 
was  nothing  conscious  about  the  whole  proceeding,  it  being 
merely  a  case  of  following  the  line  of  least  resistance.  Nor 
under  the  then  industrial  condition  of  the  world  did  this 
choice  entail  any  serious  or  immediate  loss.  For  since  the 
application  of  steam  power  to  manufacture,  and  up  to  the 
monetary  cataclysm  of  1873-74,  Great  Britain  held  a  practical 
monopoly  of  the  markets  of  the  World,  she  being  facile 
princeps  as  a  Manufacturer.  So  that  customers  in 
any  country  wanting  certain  manufactures  had  either  to  go  to 
Great  Britain  for  them  or  do  without. 

But  this  temporary  freedom  from  competition  in  foreign 
markets,  which  concealed  from  British  Merchants  the 
injurious  consequences  of  hampering  their  operations  abroad 
by  the  ownership  of  machinery  at  home,  came  suddenly  to  an 
end  in  1873-74.  For  then  the  enormous  bounties  offered  to 
foreign  manufacturers  by  the  adoption  in  their  poor  countries 
of  the  legal  money  unit  of  wealthy  Great  Britain,  and  the 
consequent  t7'ansference  to  them  of  the  overzvhelming  commercial 
advantage  of  superior  cheapness,  applied  so  powerful  a 
stimulus  to  foreign  industrialism  and  commercial  enterprise 
that  speedily  all  foreign  markets  swarmed  with  rival 
merchants  or  their  agents,  offering  the  cheapened  manufac- 
tures of  their  local  Wage-earners,  with  what  success  appears 
from  the  multiplied  reports  of  British  Consuls.  Loud  and 
frequent  have  been  the  notes  of  warning  uttered  by  these 
mercantile  sentinels  of  Great  Britain,  and  wise  and  necessary 
the  alterations  in  commercial  methods  which  they  recommend. 
But  mournfully  and  half-indignantly  they  have  to  confess 
that  their  warnings  and  recommendations  have  alike  been  in 
vain.  For  with  scarcely  a  saving  exception,  British 
Merchants  continue  to  adhere  to  their  futile  "manufacturing" 
methods.  But  the  fault  is  not  theirs,  they  are  the  victims 
of  circumstances,  and  can  change  very  little  in  their  methods 
so  long  as  they  remain  "  Manufacturers."  And  "  Manufac- 
turers "  thev  are  doomed  to  remain  so  long  as  they  continue 
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handicapped  by  the  present  system  of  false  money,  and  the 
present  system  of  fraudulent  banking.  Although  "Manufac- 
turers "  then,  they  are  not  voluntary  ones.  No  Merchant  if 
left  perfectly  free  to  discharge  his  proper  functions  would 
dream  of  burthening  himself  with  machinery,  for  the  very 
simple  reason  that,  hampered  by  it,  he  can  neither  realise  the 
full  profits  of  trade  nor  compete  successfully  with  foreign  and 
freer  rivals.  Consequently  were  freedom  restored  to  them, 
and  in  face  of  the  fierce  competition  they  are  now  exposed  to, 
the  Manufacturing  Merchants  of  Great  Britain  would  be 
forced  to  elect  between  their  incompatible  occupations,  to  which  of 
the  two  they  would  exclusively  devote  themselves,  whether  to 
Wage-earning  or  to  trading,  whether  to  being  true  Manufac- 
turers or  true  Merchants.  Nor  is  there  the  shadow  of  a 
doubt  what  their  election  would  be  as  soon  as  they  were  free 
to  choose,  or  that  their  success,  once  their  election  was  made, 
would  be  such  as  the  world  has  never  seen.  For  all  the 
material  for  the  most  capable  of  Manufacturers  and  the  most 
successful  of  Merchants  is  there,  and  all  the  conditions 
required  for  the  cheapest  production  of  manufactures  and 
the  widest  extension  of  trade  ;  while  nothing  is  wanting  for 
the  organisation  of  the  most  effective  associations  of 
Manufacturers  and  the  most  enthusiastic  armies  of  Merchants 
but  that  selection  which  personality  and  opportunity  would 
provide  when  freed  from  the  pressure  of  bank-born  com- 
petitors and  the  fetters  of  three  months'  bills. 

It  is,  then,  because  that  illegitimate  pressure  would  be 
removed  which  now  compels  British  Merchants  to  do  what 
voluntarily  they  would  never  do,  and  that  once  secured  their 
freedom,  many  present  Merchants  and  all  future  ones  would 
naturally  and  necessarily  devote  themselves  to  the  effective 
discharge  of  their  proper  functions,  that  it  was  stated  on 
page  180  that  "the  adoption  of  a  purely  national  currency 
would  of  itself  suffice  to  restore  to  the  Merchants  of  Great 
Britain  their  former  incontcstible  superiority  over  all 
others." 

For   the   adoption    of  an    exclusively    national    currency, 
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which   must   be   of  paper,  carries   in  its   train   the  following 
reforms  : — 

(1)  The  compulsory  acceptance  by  foreign  states  of  British 
Manufactures  in  return  for  all  commodities  sent  her,  other 
than  such  as  pay  for  services  rendered. 

(2)  The  issue  of  paper  money  by  the  State  in  such 
quantities  as  maintains  stability  in  the  price  of  food. 

(3)  The  creation  of  National  Banks  for  the  safe-keeping  of 
private  deposits,  and  prohibition  of  all  cheques  save  those 
drawn  upon  these  Banks. 

(4)  The  abstention  of  the  State  from  all  enforcement  of 
private  contracts,  which  reduce  the  public  demand  for  money, 
leaving  rent  contracts  alone  remaining  for  enforcement,  since 
these  increase  such  demand. 

(5)  The  conversion  of  Bankers  into  true  Money-brokers, 
dependent  for  all  advances  they  make  upon  deposits 
entrusted  to  them  for  investment. 

(6)  The  reliance  of  Brokers  for  repayment  upon  the 
personal  character  of  borrowers,  instead  of  upon  legal  security, 
and  their  consequent  acceptance  from  Merchants  of  such 
terms  as  permit  these  to  realise  the  largest  returns  in  profit. 

(7)  The  abstention  henceforward  of  Merchants  from  all 
connection  with  machinery,  as  incapacitating  them  from 
realising  the  full  profits  of  trade,  or  competing  successfully 
with  foreign  rivals. 

(8)  Their  despatch  abroad  of  ever-increasing  armies  of 
agents  intent  upon  making  not  only  the  largest  sales  of  home 
manufactures  but  also  of  obtaining  the  largest  returns  in 
foreign  labour-products. 

(9)  The  enlisting  in  this  peaceful  and  well-paid  army  of 
the  thousands  of  splendid  and  capable  youths  for  whose 
abundant  and  adventurous  energies  it  is  becoming  daily 
less  possible  to  obtain  any  fitting  and  profitable  employment. 


CHAPTER    XXVIII 

RECAPITULATION 

We  have  now  completed  our  consideration  of  this  second 
part  of  our  subject,  in  which  we  proposed  to  deal  with  "  The 
general  hindrances  that  exist  to  the  prosperity  of  the  British 
people,"  and  we  have  found  that  these  hindrances  are  equally 
prohibitive  of  a  free  discharge  of  their  functions  by  each  of 
the  three  great  classes  of  British  society,  (i)  By  the  agricul- 
tural or  Food-producing,  whose  free  production  of  capital  or 
purchasing  food-surpluses  is  prevented  by  false  theories  of 
Rent,  which  sanction  the  ownership  of  land  by  Rent- 
receivers,  and  consequent  confiscation  of  the  "estates"  or 
property  of  Rent-payers  ;  (2)  by  the  Industrial  or 
Manufacturing,  whose  free  production  of  Wealth,  or  saleable 
comforts  and  luxuries,  is  prevented  by  false  theories  of 
Wages,  which  sanction  the  monopoly  of  machinery  by 
Merchants  and  consequent  withholding  from  Wage-earners  of 
the  full  wages  or  rewards  that  belong  to  them  ;  (3)  by  the 
Commercial  or  Mercantile,  whose  free  acquisition  of  Profit  is 
prevented  (a)  by  false  theories  of  money,  which  sanction  the 
internationalising  of  currencies,  and  consequent  handicapping 
of  British  Merchants  out  of  international  markets  ;  (b)  by 
false  theories  of  credit,  which  sanction  the  recovery  of  private 
debts  by  the  State  and  consequent  creation  of  false  money  by 
Bankers,  and  competition  by  its  means  of  Spurious  Merchants 
with  true  ones  for  Profit. 

Thus  confiscation  of  the  "estates"  of  Capital-producers, 
withholding  of  full  tvages  from  Wealth-producers,  and  reduc- 
tions in  the  profits  of  true  Merchants,  are  the  three  "  general 
hindrances  "  which  now  prevent  any  considerable  increase  in 
the  prosperity  of  the    British   people,    i.e.,  any   considerable 
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increase  in  their  production  per  head  of  Capital  or  of  Wealth, 
or  sales  of  the  latter  for  the  former.  But  these  three 
"general  hindrances,"  however  different  their  origin  in  the 
past,  have  been  shown  to  rest  upon  identical  supports  in  the 
present,  viz.,  upon  (1)  the  universal  custom  of  paying  as 
money  tokens  that  are  not  money  at  all ;  (2)  the  legal 
obligation  to  pay  as  money  coins  that  are  not  in  existence. 
The  two  supports,  therefore,  which  now  maintain  the  present 
hindrances  to  Agricultural,  Industrial,  and  Mercantile 
prosperity  in  Great  Britain  are  the  one  a  fraud  and  the  other 
a  fiction.  For  the  tokens  now  customarily  paid  as  money, 
which  pretend  and  are  believed  to  represent  fixed  weights  of 
a  valuable  metal,  itself  long  since  became  unsuited  to 
compose  the  currency  units  of  a  highly  civilised  state,  are 
wholly  immaterial  and  fictitious,  representing  nothing  but 
personal  promises  impossible  of  fulfilment,  liable  at  any 
moment  to  complete  annihilation.  While  the  coins  now 
legally  demandable  as  money,  and  which  every  debtor  binds 
himself  to  repay,  have  no  existence  in  Great  Britain  save  to 
such  minute  extent  as  does  not  affect  the  broad  position. 

Of  course,  the  mere  fact  of  these  two  supports  being  the 
one  a  fraud  and  the  other  a  fiction  is  no  bar  to  their  continued 
existence,  or  to  that  of  whatever  injustices  they  sustain. 
Humanity  in  masses  does  not  reason,  and  can  apparently 
exist  for  prolonged  periods  almost  as  well  upon  falsehoods  as 
upon  truth,  upon  active  poisons  as  upon  wholesome  food. 
For  organised  communities  are  extraordinarily  tenacious  of 
life,  and  injury  to  one  member  or  even  to  several  is  never 
immediately  fatal.  Hence  the  possibility  of  maintaining  that 
serious  diseases  are  not  diseases  at  all,  but,  on  the  contrary, 
conspicuous  evidences  of  health.  But  while  continued 
corporate  existence,  and  for  indefinite  periods,  is  compatible 
with  economic  falsehood,  vigorous  corporate  life  and  increased 
individual  prosperity  is  incompatible  with  anything  but  an 
increasing  acceptance  of  economic  truth.  The  certain  test  of 
vigorous  life  being  grozvth  in  the  number  of  the  people, 
and  of  increased  prosperity,  growth  in  the  value  of  exports. 
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For  after  a  certain  stage  in  home  manufacture  and  trade  has 
been  reached,  every  increase  in  individual  prosperity,  i.e.,  in 
the  use  of  comforts  and  luxuries,  must  result  from  increased 
import  of  foreign  commodities.  But  no  permanent  increase 
in  foreign  imports  is  possible  except  through  an  increase  in 
home  exports.  Whence  it  follows  that  growth  in  home 
exports  is  the  true  test  of  increasing  prosperity,  and  not 
growth  in  foreign  imports.  For  growth  in  these  latter  may 
result  from  many  causes,  of  which  some,  instead  of  being 
beneficial,  may  prove  ultimately  disastrous.  For  example, 
the  vast  imports  that  maintained  the  splendour  of  Ancient 
Rome  came  not  as  returns  for  exports  which  enriched  other 
nations,  but  as  payment  of  tribute  which  impoverished  them  ; 
these  imports,  therefore,  so  far  from  proving  beneficial  to  the 
Imperial  robber,  led  straight  to  her  ultimate  downfall. 

Thus  amongst  the  various  tests  of  economic  truth  one  of 
the  most  practically  important  is  "  growth  in  home  exports." 
However  logically  attractive,  then,  any  economic  theory  may 
be  if,  when  put  into  practice,  it  decreases  home  exports 
instead  of  increasing  them,  such  decreases  proves  the  theory 
false.  If,  furthermore,  some  subsidiary  consequence  of 
applying  such  theory  is  equally  condemned  by  some  other 
economic  test,  its  falsity  is  made  doubly  sure.  But  this  is 
exactly  what  has  happened  in  respect  to  the  theory  of 
"  Internationally  in  money "  and  its  supposed  beneficial 
effects,  the  theory  itself  having  won  all  but  universal 
intellectual  support.  Directly,  however,  this  theory  was 
practically  applied  to  the  currency  of  Great  Britain,  as  it  was 
in  1872  and  since,  prior  to  which  period  that  currency  was  all 
but  wholly  national,  the  hitherto  continuous  increase  in  the 
value  of  home  exports  was  transformed  into  a  sudden 
decrease,  which  decrease  since  then  has  grown  relatively 
greater  year  by  year,  owing  to  the  enormous  increase  in  the 
total  of  the  world's  trade.  A  subsidiary  consequence  of  this 
"  practical  application  "  has  been  a  continuous  fall  in  British 
food  prices,  i.e.,  a  continuous  rise  in  the  value  of  the  British 
money  unit,  which  rise  has  enormously  increased  the  pressure 
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of  British  money  rents,  and  forced  large  areas  of  British  land 
out  of  cultivation  in  spite  of  great  growth  in  the  population. 
But  an  increase  in  the  area  of  cultivated  land  when  there  is 
growth  in  the  population  we  know  to  be  a  no  less  essential 
accompaniment  of  national  prosperity  than  an  increase  in  the 
value  of  home  exports.  As  judged,  then,  by  both  of  these 
infallible  tests,  the  theory  of  "  Internationally  in  money  "  is 
proved  doubly  false.  But  proof  of  the  former  test,  though 
even  of  greater  scientific  conclusiveness  than  by  the  latter, 
carries  with  it  in  Great  Britain  at  the  present  time,  because 
of  the  numerical  composition  of  classes,  no  political  convic- 
tion ;  for  injuries  suffered  by  home  capital  producers  or 
customers  excite  not  the  slightest  sympathy  amongst  the 
vastly  larger  classes  of  home  Wage-earners  and  Profit-gainers, 
simply  because  these  classes  at  present  find  most  of  their 
customers  abroad.  But  injuries  suffered  by  themselves, 
through  a  loss  of  these  foreign  customers,  consequent  upon  a 
transfer  of  superior  cheapness  to  foreign  manufactures,  are  a 
very  different  thing.  These  excite  the  liveliest  apprehensions, 
and  must  direct  increasing  attention  to  the  disastrous  results 
which  have  attended  the  putting  of  the  theory  of  "  Inter- 
nationality  in  money  "  into  practice. 

It  is,  then,  because  of  the  injuries  suffered  by  Wage-earners 
and  Merchants,  more  especially  by  the  latter  at  present, 
which  injuries  must  necessarily  increase  the  longer  and  wider 
the  theory  is  applied,  that  we  may  confidently  anticipate  (i) 
an  acceptance  of  the  converse  of  this  theory,  i.e.,  of  the  need 
for  "nationality  in  money";  and  (2)  of  its  adoption  in  practice. 

But  happily,  a  recognition  of  the  need  for  nationality  in 
money  to  safeguard  the  interests  of  British  Wage-earners  and 
British  Merchants  entails  a  recognition  of  the  true  nature  of 
civilised  money  units,  as  representing  fixed  quantities  of  food, 
and  not  as  being  things  intrinsically  valuable.  While  a 
recognition  of  the  true  nature  of  money  units  as  representing 
fixed  quantities  of  food  entails  a  recognition  of  the  true 
nature  of  money  rents,  of  rent  itself,  and  of  the  "  estates  " 
which   its  payment   creates.     Furthermore,   a   recognition   of 
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the  purely  token  character  of  money  entails  a  recognition  of 
its  necessary  issue  and  regulation  by  the  State.  While  once 
it  is  realised  that  issues  of  money,  as  limited  by  an  acknow- 
ledged standard,  are  an  essential  obligation  of  government, 
and  that  these  issues  provide  that  hitherto  unheard-of  blessing, 
Revenue  without  taxation,  then  it  plainly  becomes  incumbent 
on  Government  to  increase  this  revenue  by  every  means  in  its 
power  in  order  to  reduce  taxation.  While  the  chief  means  of 
affecting  such  increase  will  be  found  to  be  abstention  from 
collecting  private  debts,  since  such  abstention  must 
enormously  increase  the  demand  for  money  issues  in  order  to 
allow  of  cash  payments. 

Thus  the  taking  of  the  first  step  on  this  path  of  progress, 
which  step  is  a  recognition  of  the  economic  truth  of  the 
theory  that  requires  nationality  in  money  in  place  of 
internationality,  must  eventually  compel  the  taking  of  the 
last,  which  requires  the  abstention  of  the  State  from  the 
collection  of  private  debts. 

But  when  this  last  step  has  been  taken  it  will  be  found 
that  the  present  conception  of  the  relations  of  Government  to 
the  Governed,  and  of  classes  to  each  other,  have  undergone  a 
complete  revolution — which  revolution  necessitates  an 
absolute  rejection  of  the  false  economic  principle  animating 
that  great  body  of  Pagan  Law  which  has  so  long  impeded  the 
free  development  of  the  Christian  world,  and  neutralised  the 
economic  tendencies  of  Christian  precepts,  and  an  absolute 
adoption  of  the  true  economic  principles  animating  that 
ignored  and  misunderstood  Table  of  Hebrew  Law,  which 
can  alone  contribute  to  the  free  development  of  the  Christian 
world,  and  is  in  harmony  with  the  economic  tendencies  of 
Christian  precepts.  For  Roman  Civil  Law,  the  logical  glamour 
of  which  has  hypnotised  the  intellects  of  some  of  the  world's 
greatest  men,  is  rooted  in  personal  slavery  and  is  necessarily 
productive  of  it,  having  no  other  practical  purpose  than  to 
enforce,  with  all  the  powers  of  the  State,  a  false  theory  of 
Rent,  a  false  theory  of  Wages,  a  false  theory  of  Money,  a 
false  theory  of  Credit,  the  economic  outcome  of  which  several 
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falsehoods  is  a  universal  and  automatic  system  of  practical 
robbery,  so  subtle  and  ubiquitous  in  its  operation  as  to  compel 
men  who  wish  to  do  right  to  take  part  in  moral  injustices, 
and  enable  men  who  wish  to  do  wrong  to  wanton  in  moral 
crimes.  In  contrast  to  this,  Hebrew  Law,  the  extreme 
simplicity  of  which  offends  the  craving  of  many  men  for 
subtlety  and  of  all  men  for  power,  is  rooted  in  personal  freedom 
and  necessarily  protective  of  it ;  having  no  other  practical 
purpose  than  to  maintain  this  freedom  in  every  relation  of 
life,  and  so  permit  the  development  of  that  moral  sense  and 
discharge  of  those  moral  duties  without  which  there  can  be 
no  continued  prosperity  for  any  multiplying  people. 

The  imperious  need  for  this  moral  development,  the 
impossibility  of  economic  progress  without  it,  brings  us  to 
the  third  and  last  part  of  our  subject,  a  part  ignored  by  most 
economists  and  derided  by  many,  all  considering  that  it  lies 
wholly  outside  their  province,  but  to  whose  theories  it  stands 
in  the  relation  of  steam  to  a  locomotive,  which,  however 
ingeniously  conceived  and  perfectly  constructed,  must  remain 
a  useless  and  tantalising  encumbrance  to  all  who  are  either 
ignorant  of  or  unable  to  generate  the  only  force  that  can  set 
it  in  motion  and  keep  it  going,  provided  always  that  the 
machine  itself  be  constructed  upon  principles  that  are  true. 


PART  III 

PRINCIPLES  AND  PRACTICES 
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INTRODUCTION 

IN  the  Introduction  to  the  First  Part  of  our  subject  it  was 
stated  that  "  Political  Economy  is  the  science  which  seeks  to 
reduce  to  intelligible  and  universal  laws  the  action  of  the 
various  social  forces  which  compel,  facilitate,  and  increase  the 
sale  of  manufactures."  And  again, "  that  the  subject  matter  of 
its  '  Principles  '  is  the  universal  relations  that  must  everywhere 
subsist  between  the  producers  of  Wealth  and  the  producers  of 
Capital,  to  allow  of  the  freest  production  of  both,  and  sale  of 
the  former  for  the  latter."  But  while  it  is  quite  correct  to 
thus  restrict  the  practical  purposes  of  Economics  to  the 
promotion  of  sales  and  purchases,  we  would  utterly  fail,  did  we 
limit  our  inquiry  to  these  operations,  to  realise  the  supreme 
importance  of  this  noble  science  to  man,  or  the  position  it 
occupies  in  respect  to  all  other  sciences  which  aim  at  improv- 
ing his  material,  physical,  or  moral  condition. 

In  this  last  part  of  our  inquiry,  therefore,  we  shall  need  to 
take  a  much  broader  view  of  our  subject  if  we  are  to  com- 
prehend the  true  place  of  Economics  in  the  cosmogony  of 
man,  seeing  that  it  claims  no  narrower  territory  as  its  own 
than  the  entire  field  of  Civilisation,  and  no  le-ser  function 
than  the  authoratitivc  determination  of  what  constitutes,  what 
promotes,  and  what  retards  human  progress.  And  since  it  is 
only  through  civilisation,  i.e.,  the  rendering  of  mutual  assistance 

3§7 


388  The  Science  of  Civilisation 

by  man  to  man,  that  humanity  can  ever  enter  into  complete 
possession  of  its  glorious  heritage,  the  earth,  necessarily  it 
can  only  be  through  a  full  knowledge  not  merely  of  what 
principles  should  be  reduced  to  practice,  but  of  what  means 
can  alone  ensure  their  being  so,  that  he  can  utilise  all  his 
powers,  satisfy,  within  denned  limits,  all  his  senses,  and  relieve 
himself,  to  whatever  extent  proves  beneficial,  of  daily  labour 
for  his  bread.  Thus  it  is  only  through  a  clear  comprehension 
not  alone  of  the  principles  of  Economics,  but  also  of  the  forces 
required  to  convert  these  principles  into  practices,  that  man 
can  fulfil  his  primal  commission  to  "  be  fruitful  and  multiply 
and  replenish  the  earth,  and  subdue  it,"  and  all  that  is  in  and 
on  it,  to  his  service. 

Economics,  therefore,  or  the  Science  of  Civilisation,  claims 
to  be  a  primary  science,  and  not  a  subsidiary  one.  To  be, 
in  fact,  the  mother  of  all  sciences.  For  from  an  application  of 
its  principles  other  sciences  will  successively  spring  as  the 
need  for  them  arises,  but  never  it  from  any  application  of 
theirs.  It  is  impossible  for  these  subsidiary  sciences  to 
appear  if  there  be  no  application  of  true  economic  principles, 
while  they  must  wither  away  and  disappear  in  proportion 
as  such  application  ceases.  They  are  incapable  of  existing, 
much  less  of  flourishing,  amid  conditions  of  tumult,  anarchy, 
or  atrophy,  such  as  ultimately,  and  of  necessity,  follows 
neglect,  violation,  or  ignorance  of  true  economic  principles. 

The  Science  of -Civilisation,  then,  claims  precedence  of  all 
sciences,  it  being  the  stem  of  the  tree  of  which  they  are  but 
the  branches,  vigorous  in  proportion  as  it  is  sound,  multiplied 
in  proportion  to  its  extension.  But  no  tree  lives  in  the  air. 
It  must  root  itself  in  some  soil.  While  upon  the  nature  of 
the  soil,  whether  it  be  good  or  bad,  will  depend  the  elements 
the  plant  draws  from  it,  whether  these  be  of  life,  of  health, 
and  of  strength,  or  of  weakness,  of  decay,  and  of  death.  Just, 
then,  as  no  study  of  arboriculture  can  be  complete  without 
some  knowledge  of  the  soils  essential  to  ensure  the  free 
development  of  seeds  into  trees,  so  no  study  of  Economics 
can     be    complete    without    some    knowledge    of  the    forces 
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essential   to  ensure  the  free  development  of  principles  into 
practices. 

It  is,  then,  into  the  nature  of  these  forces  that  we  must  now 
inquire,  since  just  as  seedlings,  even  of  a  good  stock,  when 
planted  in  unsuitable  ground,  yield  disease,  deformed,  or 
deleterious  fruit,  contrary  to  the  expectation  of  the  theorists 
who,  knowing  the  tree,  have  neglected  the  soil ;  so  economic 
principles,  even  if  true  theoretically,  when  abandoned  to 
inimical  forces  for  conversion  into  practice,  yield  results 
not  less  deleterious  and  disappointing,  and  in  equal  contrast 
to  the  expectations  of  the  "  scientists  "  who,  confining  their 
attention  to  "  principles,"  remained  ignorant  of,  or  indifferent 
to,  the  forces  by  which  they  are  converted  into  practices. 


CHAPTER  I 

NATURAL   SELF-INTEREST 

Mechanicians  know  perfectly  well  that  no  machine  they 
construct  can  be  set  in  motion  and  kept  at  work,  save  by  the 
application  of  some  external  force,  without  which  force  the 
machine  itself  is  inert  and  powerless,  an  inconvenient  and 
useless  encumbrance.  Some  knowledge  of  this  force,  there- 
fore, whatever  it  may  be,  how  it  is  generated,  how  maintained, 
and  in  what  way  applied  so  as  to  produce  the  best  results,  is 
an  essential  part  of  Mechanics,  even  though  the  production 
and  management  of  the  force  itself  may  belong  to  another 
department  of  science.  But  equally  with  machines  the 
"  principles  "  or  theories  of  Economists  are  inert  and  power- 
less by  themselves.  For  all  that  these  principles  can  do 
is  to  determine  (i)  what  practices  are  necessary  to  produce 
particular  effects  ;  (2)  what  effects  are  produced  by  particular 
practices.  But  over  the  "  practices "  themselves  the  "  prin- 
ciples "  have  not  the  slightest  power,  and  vainly  lay  claim 
to  jurisdiction  ;  for  though  no  doubt  punishment  attends 
eventually  upon  economic  crime  even  more  certainly  than 
upon  legal,  it  does  so  at  too  great  an  interval  of  time,  in  too 
indirect  a  way,  and  too  seldom  on  the  original  criminal  to  act 
as  an  effective  deterrent.  The  so-called  "  Laws  "  of  Political 
Economy,  therefore,  can  appeal  to  none  of  the  sanctions  that 
secure  personal  obedience  to  Common  and  Statute  laws. 

This  being  so,  it  becomes  all  the  more  incumbent  upon 
Political  Economists  to  acquaint  themselves  fully  with  the 
forces  or  influences  which  cause,  which  control,  or  which 
change  practices ;  for  although,  through  the  "  principles  "  of 
their  own  science,  they  have  merely  advisory  functions  in 
respect    to    practices    and    not    executive    powers,    yet    they 
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lamentably  fail  to  discharge  these  functions  if  they  remain 
ignorant,  or  disregard  the  nature,  of  whatever  forces  do 
possess  these  powers.  To  be  of  the  slightest  worth,  therefore, 
as  regards  effects,  the  functions  of  Economists  must  extend 
to  condemning  or  commending  all  laws  which  punish  or 
produce,  and  all  precepts  which  sanction  or  forbid,  particular 
practices. 

Now,  Economists  in  a  hazy  and  uncertain  way  do  recognise 
something  of  this  truth  in  respect  to  their  science,  for  none 
of  them,  so  far  as  I  know,  claim  inherent  power  for  its 
"  principles."  Most,  when  they  touch  upon  the  subject  of 
all,  assume  the  existence  of  a  universal  natural  desire,  which, 
if  allowed  free  play,  is  deemed  sufficient  to  set  their  principles 
in  action  and  keep  them  working.  This  desire  is  Self- 
interest.  "  Man,"  says  Mr.  M'Culloch,  "  must  exert  himself 
to  produce  wealth,  because  he  cannot  exist  without  it,  and 
the  desire  implanted  in  the  breast  of  every  individual  of 
rising  in  the  world  and  improving  his  condition  impels  him 
to  save  and  accumulate.  The  principles  which  form  the 
basis  of  this  science  make,  therefore,  a  part  of  the  original 
constitution  of  man  and  of  the  physical  world,  and  their 
operation,  like  that  of  the  mechanical  principles,  is  to  be 
traced  by  the  aid  of  observation  and  analysis."  ("  The 
Principles  of  Political  Economy."     J.  R.  M'Culloch.     P.  16.) 

Were  this  position  true,  Economists  would  be  relieved  of 
one  of  their  most  important  functions,  and  Economics  be 
shorn  of  its  most  interesting  divisions.  Consequently,  when 
accepting  it  as  true.  Orthodox  Economists  have  held  them- 
selves to  be  so  relieved,  and  their  noble  science  to  be  so 
restricted.  But  happily  it  is  not  true,  for  it  would  be  difficult 
to  compress  as  many  errors  as  this  passage  contains  into  any 
other  of  equal  length.  It  fairly  sets  out,  however,  the 
orthodox  view  of  the  subject,  and  so  is  valuable  for  showing 
why  this  essential  part  of  the  science  has  hitherto  been  so 
completely  neglected. 

This  view  is   that   a  desire  to  obtain   wealth  by  means  of 
exchange  is  of  such  universal   presence  and  potency,  being,  in 
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fact,  "a  part  of  the  original  constitution  of  man,''  that  it  no 
more  needs  to  inquire  into  its  origin,  maintenance,  and 
application,  than  into  that  of  the  desire  to  obtain  food.  The 
former  desire  is  held  to  be  as  much  a  primary  natural  craving 
as  the  latter,  so  that  nothing  more  is  needed,  when  seeking 
for  the  force  necessary  to  set  economic  "  principles  "  in  action 
and  keep  them  working,  than  to  postulate  the  existence  of 
this  universal  desire. 

Unfortunately  for  this  view,  not  one  of  the  statements  in 
the  above  passage  has  any  correspondence  with  facts.  It  is 
not  true  that  men  must  exert  themselves  to  produce  wealth, 
seeing  how  much  they  prefer,  and  how  commonly  they 
contrive,  to  compel  others  to  produce  it  for  them.  It  is  not 
true  that  all  men  desire  to  rise  in  the  world  and  improve  their 
condition,  seeing  at  how  low  a  level  of  comfort  savages, 
barbarians,  and  myriads  amongst  civilised  men  are  content  to 
abide  for  generations.  It  is  not  true  that  the  desire  to  save 
and  accumulate  is  universal,  seeing  how  constantly  uncivilised 
people  suffer  from  improvidence,  and  how  difficult  it  is  to 
promote  "  thrift "  even  amongst  civilised  people.  Above  all, 
it  is  not  true  that  a  desire  to  obtain  wealth  by  means  of 
exchange  forms  "  part  of  the  original  constitution  of  man," 
seeing  how  ceaseless  are  his  endeavours  to  obtain  it  without 
exchange,  i.e.,  without  giving  any,  or  any  fair  equivalent  in 
return.  If  any  desire  respecting  wealth  can  be  said  to  form 
"  part  of  the  original  constitution  of  man,"  it  is  identical  with 
his  desire  respecting  food,  which  is  to  obtain  it  with  the  least 
possible  expenditure  of  effort,  a  natural  desire  which  all  but 
invariably  leads  him  to  prefer  taking  it  by  force  from  others 
rather  than  expend  upon  it  any  labour  of  his  own.  It  is 
necessary,  therefore,  to  prevent  men  obtaining  wealth  by  force 
before  they  will  content  themselves  with  obtaining  it  by 
exchange.  In  other  words,  they  must  be  zvitliheld  from 
following  the  natural  law  of  their  animal  being  before  they 
can  be  induced  to  make  use  of  the  non-natural  principle 
of  exchange.  Men's  natural  desires,  therefore,  always  incline 
them  to  choose  force  as  a  means  of  obtaining  wealth,  it  being 
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only  the  exercise  of  authority  that  ultimately  trains  them  to 
prefer  exchange. 

When  orthodox  Economists  assume,  then,  that  natural 
self-interest,  which  is  nothing  but  an  animal  desire  to  get 
without  giving,  is  identical  with  civilised  self-interest,  which 
commencing  as  a  willingness  to  give  in  order  to  get,  rises  to 
an  nmvillingness  to  get  without  giving,  they  are  plainly 
confounding  two  motor  forces  which  have  nothing  in  common 
but  a  name.  While  when  they  make  this  "  willingness  to 
give  in  order  to  get,"  a  feeling  of  wrhich  no  animal  is  capable, 
depend  for  practical  expression  upon  the  desire  "  to  get 
without  giving,"  which  is  all  that  animals  can  feel,  they 
plainly  either  shut  their  eyes  to  the  true  nature  of  "  natural 
self-interest,"  or  else  expect  to  "  gather  grapes  from  thorns, 
and  figs  from  thistles." 

Even  had  the  orthodox  principles  of  Economics,  then,  been 
themselves  free  from  all  taint  of  animalism,  i.e.,  from  providing 
any  practical  facilities  for  "  getting  without  giving,"  the  force 
to  which  Economists  entrusted  their  application  must 
necessarily  have  perverted  them  to  its  own  purely  acquisitive 
purposes.  But  we  have  already  learnt  that  these  orthodox 
''principles"  are  not  merely  "tainted  with  animalism."  but 
are  themselves  a  subtle  and  perfect  expression  of  it.  The 
orthodox  "theory  of  Rent"  justifying  and  ensuring  the 
robbery  of  Rent-payers  ;  the  orthodox  "  theory  of  Wages  " 
justifying  and  ensuring  the  robbery  of  Wage-earners  ;  the 
orthodox  theories  of  money,  credit,  and  banking  justifying 
and  ensuring  the  robbery  of  debtors,  agents,  and  merchants. 

Under  these  circumstances  it  is  not  to  be  wondered  at  that 
Orthodox  Economists  should  have  left  the  application  of  their 
"  principles,"  the  ultimate,  although  quite  unrecognised,  aim 
of  which  was  "  to  get  without  giving,"  to  that  natural  Self- 
interest  the  sole  purpose  of  which  was  instinctively  felt  to  be 
in  complete  harmony  with  their  own.  Still  less  is  it  to  be 
wondered  at  that  a  similar  harmony  was  found  to  exist 
between  these  same  "  principles  "  and  that  marvellous  product 
of   the    Roman    mind,    which    is    at    once    the    most    perfect 
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expression  of  Natural  Law,  and  ingeniously  constructed 
instrument  for  that  highest  form  of  Natural  Self-interest 
which,  while  sternly  suppressing  theft  within  classes,  yet 
justifies  and  ensures  robbery  between  them. 

Thus  the  practical  outcome  of  the  labours  of  Modern 
Economists  has  been  to  reproduce,  under  other  forms  and 
by  different  means,  the  "  natural  conditions  "  systematised  by 
Roman  Jurists — to  reproduce  in  fact,  disguised  in  Christian 
dress,  the  great  economic  crime  of  the  ancient  world,  the 
uncontrolled  supremacy  of  Force.  And  yet  it  is  quite 
certain  that  this  result  is  exactly  the  opposite  of  what  was 
intended  to,  and  believed  would,  be  the  effect  of  applying 
their  "  principles "  by  Adam  Smith,  Malthus,  Ricardo,  and 
Mill.  The  last  thing  contemplated  by  the  author  of  the 
tract  on  "  Liberty  "  being  that  his  labours  would  conduce  so 
materially  to  a  revival  of  the  economic  essentials  of  slavery. 

These  being  the  unintended  and  whollv  unlooked  -  for 
consequences  of  applying  the  "  principles "  of  orthodox 
Economists,  nothing  could  be  more  instructive  to  ourselves, 
nothing  more  necessary,  indeed,  if  we  are  not  to  reach  the 
same  goal,  than  to  ascertain  exactly  why  it  is  that  the  ark  of 
Christian  civilisation  is  drifting  rapidly  towards  the  same 
rock  of  Animalism  upon  which  all  other  Civilisations  but  one 
have  been  successively  and  invariably  wrecked.  For  unless 
we  can  ascertain  this,  and  so  understand  in  theory  and  avoid 
in  practice  what  appears  to  be  an  otherwise  universal  and 
unavoidable  tendency,  we  cannot  hope  by  any  application  of 
the  "  principles  "  here  set  forth,  however  seemingly  in  advance 
of  those  they  would  replace,  to  enable  men  to  escape  the 
same  fatality,  seeing  how  powerful  and  brilliant  were  the 
intellects  of  those  who  evolved  their  now  discredited  "  prin- 
ciples," and  how  personally  pure  and  lofty  were  their  motives 
and  their  aims. 


CHAPTER  II 

CIVILISED   OR   EDUCATED   SELF-INTEREST 

THE  Natural  force  of  Self-interest  being,  then,  nothing  but 
the  desire  of  man's  animal  nature  to  get  without  giving,  a 
desire  which  does  not  permit  of  exchanges,  nor  consequently 
of  even  the  germ  of  Economic  Science,  it  is  a  matter  of 
supreme  importance  to  Economists  to  ascertain  what  opposing 
non-natural  force  or  influence  exists  powerful  enough,  where 
given  free  play,  to  reduce  or  educate  the  natural  desire  "  to 
get  without  giving"  into  a  civilised  willingness  "to  get  by 
means  of  giving,"  and  thus  make  exchanges  possible ;  to 
transmute  it  into  a  general  condemnation  of  "  getting  without 
giving,"  and  thus  make  exchanges  universal,  or  substitute  itself 
for  it,  in  an  increasing  number  of  instances,  as  a  desire  "to 
give  without  getting,"  and  thus  extend  the  benefit  of  ex- 
changes to  those  unable  to  make  them.  For  nothing  short 
of  this  absolute  contrast  in  final  aim  between  the  non-natural 
and  the  natural  desires  is  sufficient  to  ensure  that  gradual  but 
increasing  elimination  of  the  latter  without  which  there  can 
be  no  continued  and  unlimited  economic  progress. 

Now,  I  know  of  no  non-natural'  force  but  one  which  is 
capable  of  thus  gradually  eliminating  natural  self-interest  and 
replacing  it,  to  an  ever-increasing  extent,  by  civilised  self- 
interest. 

This  one  is  Religion  —  by  which  I  understand  the  acknow- 
ledgment of  a  God,  and  obedience  to  what  are  accepted  as 
His  commands.  For  nothing  but  such  obedience,  which  only 
comes  after  such  acknowledgment,  can  withhold  man,  to 
whatever  extent  these  commands  give  expression  to  economic 
truth,  from  obeying  the  dictates  of  his  animal  nature,  and  so 
consciously  or  unconsciously  striving  "to  get  without  giving," 
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and  thus  violating,  to  an  ever- increasing  extent,  the  essentials 
of  economic  progress. 

Just  in  proportion,  then,  as  the  commands  or  precepts  of 
any  Religion  insist  upon  the  practice  of  economic  truths  and 
forbid  that  of  economic  falsehoods,  and  are  able  to  make  their 
commands  obeyed,  is  it  possible  for  the  followers  of  such 
Religion  to  increase  in  numbers  and  material  prosperity. 
While  directly  men  cease  to  believe  in  any  Religion,  or  to 
acknowledge  the  validity  of  any  non-natural  authority,  im- 
mediately and  automatically  they  become  exclusively  subject 
to  the  only  other  motor  power  of  conduct,  natural  self-interest, 
and  their  practices  and  their  precepts  consciously  or  un- 
consciously alike  aim  at  nothing  but  that  "getting  without 
giving"  which  is  the  antipodes  of  economic  truth.  Economic 
truths,  therefore,  are  powerless  for  practical  good  if  there  be 
no  obedience  to  religious  truths.  The  latter  must  precede 
and  accompany  the  former,  it  being  impossible  to  per- 
manently separate  the  two  in  practice,  however  necessary  it 
may  be  to  keep  them  distinct  in  theory. 

In  taking  up  this  position  I  am  not  assuming  anything  so 
contrary  to  experience  as  that  all  the  people  of  any  com- 
munity must  be  religious  before  they  can  put  into  practice  a 
large  number  of  economic  principles — only  that  a  majority  of 
them  must  be  before  they  will  do  so.  Since  it  is  the  standard 
of  conduct  created  by  such  majority  in  accordance  with  their 
interpretation  of  the  precepts  of  their  religion,  by  which 
standard  public  opinion  compels  men  to  less  or  more  regulate 
their  practices,  that  determines  the  nature  of  those  practices, 
and,  therefore,  the  extent  to  which  they  are  expressions  of 
economic  principles.  From  which  position,  if  correct,  it  must 
follow  that  no  general  improvement  in  economic  practice  can 
result  save  from  an  increased  acceptance  of  religious  truths. 
Not  that  this  conclusion  in  the  least  justifies  the  further  one, 
that,  give  a  religion  sufficiently  pure,  and  obedience  to  its 
precepts  fairly  general,  the  science  of  Economics  becomes 
superfluous.  For  this  is  to  wholly  mistake  the  respective 
functions  both  of  Religion  and  of  Economics.     That  of  the 
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former  being  to  create  a  desire  to  travel  in  a  particular 
direction,  that  of  the  latter  to  construct  a  highway  along 
which  travellers,  taking  that  direction,  may  move  with  ease 
and  safety.  A  community  seeking  to  guide  itself  by  the  light 
of  Religion  alone  is  much  like  a  man  struggling  across  country 
at  night  toward  a  distant  illumination.  He  may  ultimately 
reach  the  city  emitting  the  light,  but  it  can  only  be  after  many 
falls,  and  when  covered  with  wounds  and  bruises.  A  com- 
munity animated  by  Religion,  but  directed  by  Science,  is  like 
the  same  man  travelling  in  daylight  towards  the  city  become 
visible,  but  along  a  broad  and  noble  highway.  It  is  not,  then, 
with  a  pure  Religion  that  Economics  become  superfluous,  but 
with  impure  ones  or  with  none  at  all,  since  followers  of  the 
former  rejoice  in  whatever  facilities  intellect  provides  for 
them,  but  of  the  latter  are  incapable  of  using  these  facilities 
even  when  provided. 

Since,  then,  the  precepts  of  pure  Religion  incline  men  to 
practise  the  principle  of  pure  Economics,  and  the  precepts  of 
impure  religion  prevent  their  doing  so  to  a  less  or  greater 
extent,  we  plainly  possess  an  invaluable  test  of  the  truth  of 
religious  precepts  in  the  principles  of  pure  Economics,  if  we 
are  so  fortunate  as  to  know  them.  While,  on  the  other  hand, 
we  possess  an  infallible  test  of  the  truth  of  economic  principles 
in  the  precepts  of  pure  Religion,  if  we  are  so  blest  as  to  have 
had  these  revealed  to  us. 

Employing  the  former  test  first,  under  the  assumption  that 
we  have  become  acquainted  with  the  "  principles  "  of  pure 
economics,  we  will  now  inquire  what  limits,  if  any,  each  of 
the  various  Religions  offering  themselves  to  man  places  upon 
the  economic  progress  of  its  followers  ;  that  Religion  being 
obviously  the  only  true  one  which  places  no  limits  at  all  upon 
such  progress.  This  inquiry  ended,  we  will  then  employ  the 
precepts  of  the  Religion  proved  true  to  test  the  truth  of  our 
economic  principles  ;  while,  if  both  of  these  agree,  we  shall 
have  obtained  assurances  of  truth  both  as  to  Economics  and 
as  to  Religion  not  attainable  in  any  other  way. 

Before  proceeding,  however,  with  this  inquiry,  we  must  take 
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into  consideration  views  which  directly  conflict  with  those 
just  expressed  ;  in  that  they  assert  the  existence  of  a  natural 
force  independent  of  and  superior  to  Natural  desire,  and  able 
to  control  and  direct  it,  in  such  sort  as  to  exclude  the  need 
for  any  non-natural  assistance,  even  if  such  be  obtainable, 
which  most  of  this  way  of  thinking  deny.  This  independent 
and  controlling  "  force  "  is  that  of  human  Reason  ;  for  that 
man's  reason  is  wholly  natural,  and  not  non-  or  super-natural, 
most  will  now  be  disposed  to  allow  ;  it  being  the  great  extent 
and  not  the  complete  exclusiveness  of  his  possession  of  this 
faculty  or  "force"  that  justifies  his  classification  as  "the 
reasoning  animal."  Why  this  one  natural  force,  supposing  it 
to  exist,  should,  however,  constantly  oppose  itself  to  another, 
and  Nature  thus  become,  in  the  person  of  man,  "  a  house 
divided  against  itself,"  is  a  question  for  those  to  answer  who 
maintain  such  a  state  of  things  to  be  real.  Ignoring  which 
initial  difficulty,  we  will  now  endeavour  to  ascertain  whether 
this  asserted  opposition  between  human  Reason  and  natural 
desire  is  a  fact  or  not ;  since,  if  it  be  not,  no  question  arises  as 
to  its  why  or  whence,  but  also  no  hope  for  man  lies  in  its 
supposed  controlling  and  directing  power. 


CHAPTER  III 

THE  TRANSFORMING  FORCES — THE  FORCE  OF  REASON 

We  have  already  learnt  that  to  get  without  giving,  where 
either  force  or  subtlety  is  used,  is,  economically  considered,  to 
steal.  Also  that  Economic  theft,  as  thus  understood,  is  the 
great,  if  not  the  only  real,  enemy  to  economic  progress.  We 
have  further  learnt  that  the  only  natural  desire  which  man 
has  in  respect  to  property  is  to  get  it  without  giving  anything 
for  it — that  is,  to  steal  it ;  so  that  the  ceaseless  tendency  of 
natural  desire  is  towards  the  commission  of  economic  theft. 
Wherever  this  natural  desire  has  free  play,  or  to  whatever 
extent  it  regulates  the  acquisition  of  property,  it  automatically, 
invariably,  and  of  necessity  takes  the  form  of  economic  theft. 

But  civilisation  itself  is  nothing  but  a  state  of  "getting  by 
means  of  giving,"  as  opposed  to  a  natural  or  barbarous  state 
of  "  getting  without  giving,"  and  its  progressive  development 
and  extension  entirely  depends  upon  this  latter  means  of 
getting  being  more  continuously  and  increasingly  employed 
in  every  relation  of  life.  Progress  in  civilisation  consequently 
is  everywhere  and  always  proportioned  to  the  extent  to  which 
the  natural  desire  and  practice  "  of  getting  without  giving" 
has  been  replaced  by,  or  transformed  into,  the  civilised  desire 
and  practice  of  "  getting  by  means  of  giving."  How  this 
transformation  can  be  effected,  therefore,  is  plainly  of  immense 
interest,  as  we  have  already  stated,  to  the  Scientific  Econo- 
mist, while  it  is  of  supreme,  indeed  of  vital,  importance  to  the 
whole  community. 

Now  to  the  force  of  natural  desire,  which  seeks  to  do 
nothing  but  "get  without  giving,"  we  have  asserted  that  there 
is  no  corrective  whatever  but  the  force  of  religious  desire, 
which,  in  all  its  purer  forms,  insists,  less  or  more  completely, 
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upon  the  necessity  of  "giving  in  order  to  get."  Since,  however, 
the  existence  of  another  "  force,"  that  of  man's  reason,  as  a 
corrective  of  natural  desire,  is  positively  maintained  by  many, 
we  have  now  to  consider  the  validity  of  this  position  before 
dealing  with  the  economic  purpose  and  potency  of  religions 
respecting  it. 

The  "  force  "  of  reason,  the  "  power  "  of  intellect,  are  expres- 
sions of  such  constant  use  that  they  are  accepted  without 
question  as  indicative  not  merely  of  something  in  excess  of, 
and  superior  to,  anything  possessed  by  animals,  such  as  places 
man  in  a  separate  category  from  them,  but  as  something 
independent  of  and  dominant  over  his  animal  nature  itself. 
Now,  did  experience  justify  this  last  position,  many  interest- 
ing and  difficult  questions  would  suggest  themselves  as  to  the 
origin,  nature,  purpose,  and  standards  of  this  independent 
and  dominant  power,  which  questions  would  necessarily  have 
a  supreme  importance  for  economists,  because  natural  desire 
being  the  great  enemy  of  pure  economic  principles,  whatever 
power  strives  and  is  able  to  control  it  must  determine  the 
extent  to  which  such  economic  principles  become  economic 
practices. 

Now,  with  one  exception,  I  am  not  acquainted  with  a  single 
instance  of  any  people  or  nation  claiming  to  be  directed  in 
their  practices  by  the  force  of  pure  reason  to  the  complete 
exclusion  of  the  force  of  religious  desire.  This  one  exception 
is  that  of  the  French  people  during  the  continuance  of  the 
Revolution.  If  any  thinking  man  is  satisfied  with  the  evi- 
dence this  period  affords  of  the  supremacy  and  controlling 
power  of  human  Reason  over  natural  desire  he  will  find  it 
very  difficult  to  impress  his  opinion  upon  others.  For  never 
was  there  a  period  in  the  whole  of  human  history  in  which 
animal  desire,  uncontrolled  by  anything,  appeared  to  exercise 
more  absolute  dominion,  and  men  in  masses  seemed  to  be 
reduced  more  completely  to  the  level  of  beasts  of  prey, 
revelling  in  slaughter  and  destruction  for  the  animal  pleasure 
it  afforded,  and  rising  from  that  to  nothing  higher  than  a 
bandit's  delight   in  robbery.     That  during  this  outbreak   of 
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animalism  much  was  destroyed  which  deserved  destruction 
affords  no  proof  of  the  supremacy  of  reason,  since  the  first 
instinct  of  even  a  bull  when  released  from  a  cag^e  is  to  turn 
and  wreck  its  hated  prison.  It  is  in  attempts  at  economic 
reconstruction  that  the  controlling  force  of  reason  must  be 
sought  for,  and  these  at  that  time  took  the  form  of  laws  com- 
pelling the  sale  of  food  by  farmers  at  fixed  prices  to  foodless 
townspeople,  and  of  boundless  issues  of  paper  money  deter- 
mining these  prices,  to  which  issues  a  forced  currency  at  the 
above  food  values  was  sought  to  be  given,  the  issues  them- 
selves being  nominally  made  against  the  "  security  "  of  con- 
fiscated "'  estates  "  in  land  and  houses,  the  sole  economic 
purpose  of  both  measures  being  to  effect  robberies  by  subtlety 
which  force  was  unable  to  accomplish  openly.  When  a  stop 
was  put  to  this  orgie  of  animalism  by  the  beneficent  usurpa- 
tion of  Napoleon,  a  first  proof  of  his  genius  for  realising 
primary  necessities  was  his  recognition  of  the  need,  and 
reconstruction  of  the  channels,  for  a  renewed  distribution  of 
the  controlling  force  of  religious  desire. 

The  above  being,  then,  the  solitary  instance  of  an  entire 
nation  attempting  to  replace  the  corrective  force  of  religious 
desire  by  that  of  human  Reason  in  all  its  economic  operations, 
and  the  failure  of  this  attempt  being  complete,  it  remains  to 
consider  some  of  the  innumerable  instances  in  which  Reason 
has  provided  the  machinery  for  such  operations,  while  Natural 
desire,  less  or  more  modified  by  Religious  desire,  has  supplied 
the  power  putting  it  in  motion.  The  question  is,  To  what  end 
has  Reason  designed  this  machinery?  To  prevent  "  getting 
without  giving,"  i.e.,  economic  theft,  or  to  facilitate  it. 

One  of  the  most  renowned  peoples  of  the  ancient  world, 
the  Lacedemonians,  in  their  scheme  of  education  for  their 
youthful  citizens,  which  scheme  was  the  product  of  their 
reason  and  not  of  their  religion,  made  the  detection  of  theft 
a  subject  for  punishment,  but  its  commission  without  detec- 
tion a  subject  for  praise.  The  wisest  men  of  Greece,  Socrates, 
.Aristotle,  and  Plato,  of  whom  the  first,  by  some  moderns,  is 
placed  as  a  moral  teacher  on  a  level  with   Christ,  approved  of 
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slavery  as  an  institution,  and  condemned    manufacture   and 
trade  as  occupations  fit  only  for  slaves.     According  to  their 
conception   of  society,  the  mental   and    bodily  qualifications 
essential  to  a  true  citizen  required  his  support  by  continuous 
economic  theft.     Roman  Law,  the  purest  product  of  human 
reason,  has  nothing  but  economic  theft  for  its  object,  leading 
to  the  deification  of  the  usurer  as  its   practical   result.     The 
crude  system   of  "  protection "    devised    by   every   surviving 
fragment  of  Imperial  Rome  ;  the  bitter  opposition  offered  to 
commercial   rivals   by  the   great    Italian   cities,  by  Spain,  by 
Portugal,  by  Holland  ;  the  "  Mercantile  "  system  of  England, 
its  Corn  Laws,  its  modern  system  of  Banking,  its  long  series 
of  legislative  encroachments   upon   the   "  estates  "   of   feudal 
tenants  ;  its  Principles  of  Political   Economy  ;  its  sanction  of 
rent-raising  by   Irish  landlords  in  the  past,  its   statutory  re- 
ductions of  rent  by  Irish  commissioners  in  the  present  ;  every 
one    of  these  acts    devised,   supported,  and   carried   out    by 
Reason  alone,  without  the  intervention  of  Religion,  give  ex- 
pression, each  and  all  to  one  and  the  same  desire,  that  of  a 
dominant  class  "to  get  without  giving"  from  a  politically  sub- 
ject one.     No  proof  is  anywhere  forthcoming  of  a  tendency 
contrary  to  this  which,  as  to  its  origin,  cannot  be  traced  either 
to  the  opposing  influences  of  Religion  or  to   the    economic 
necessities  of  the  time,  or  to  both  combined. 

So  far,  then,  from  experience  justifying  the  assertion  that 
human  Reason  offers  itself  as  an  alternative  to  Religion  as  a 
controller  and  corrective  of  Natural  desire,  it  may  be  safely 
asserted  that,  as  to  the  practices  of  classes  or  nations,  it  never 
exhibits  itself  as  a  power  distinct  from,  independent  of,  and 
dominant  over  Natural  desire  ;  but  on  the  contrary,  as  a  mere 
instrument,  tool,  or  faculty  entirely  and  completely  subservient 
to  it.  When  free  to  act  and  unopposed  by  religious  force, 
human  reason  devotes  itself  openly  to  the  provision  of  faculties 
for  the  gratification  of  human  desire.  When  hampered  in  its 
action  by  the  opposition  of  religion,  it  applies  itself  secretly  to 
secure  the  same  result.  For  human  reason  knows  nothing  of 
morality.     It  is  absolutely  incapable  of  discriminating  between 
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right  and  wrong — terms,  in  fact,  which  have  no  meaning  for  it. 
The  farthest  that  it  can  advance  in  this  direction  being  to 
distinguish,  as  a  result  of  experience,  between  what  is  bene- 
ficial and  what  is  injurious.  While  its  capacity  even  in  this 
respect  is  very  limited,  rarely  extending  beyond  a  recognition 
of  what  is  immediately  hurtful  to  individuals,  hardly  ever  to 
what  is  remotely  injurious  to  classes,  and  practically  never  to 
what  is  ultimately  disastrous  to  nations.  While  should  some 
exceptional  intellect,  inspired  by  other  than  natural  desires, 
advance  beyond  this,  and  formulate  principles  proportionately 
truer  than  those  commonly  accepted,  they  are  derided  by 
contemporary  opinion  as  "  impracticable,"  "  visionary," 
"  Utopian,"  until  the  economic  situation  so  develops  as  to 
make  it  impossible  to  satisfy  the  growing  desire  of  the  majority 
for  property  except  through  an  application  of  these  truer 
principles.  When  this  stage  has  been  reached,  and  not  till 
then,  will  the  fact  that  these  new  principles  are  true  be 
recognised,  and  that  the  old  ones  are  false.  But  it  will  not  be 
the  "  force  of  reason  "  that  effects  this  change,  but  the  "  force 
of  circumstances." 

So  far  from  Reason  serving  as  a  counterpoise  to,  or 
corrective  of,  Natural  desire,  in  its  tendency  towards  economic 
theft,  the  part  it  consistently  plays  is  to  construct  theories 
or  frame  laws  which  justify  or  facilitate  its  commission  ;  its 
theories  proving  that  the  particular  forms  of  theft  which,  at 
any  given  period,  the  dominant  class  or  classes  desire  to 
commit,  are  not  thefts  at  all,  but  merely  assertions  of  Natural 
right  ;  its  laws  enabling  members  of  these  classes,  who  are 
desirous  of  asserting  these  "  rights,"  to  compel  the  state  to  do 
their  thieving  for  them.  Never  does  Reason  by  itself  play 
any  other  part  than  this  ;  the  function  it  fulfils  in  respect  to 
economic  theories  and  practices  being  that  of  a  willing, 
obedient,  and  capable  slave  to  whatever  master  desire  is 
predominant  at  the  time,  whether  in  individuals,  classes,  or 
nations.  For  never  a  theory  or  law  in  the  past  or  the  present 
that  conceals,  justifies,  or  commits  economic  theft,  but  is  the 
work  of  human   reason,  acting  as  the  instrument  and  tool  of 
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natural  desire.  Should  this  desire  be  trained  to  right,  Reason 
will  find  means  for  giving  it  effect,  but  equally  willing  and 
capable  will  it  be  in  obeying  every  natural  inclination  to 
wrong  ;  the  actual  tendency  of  desire,  whether  towards  right  or 
wrong,  being  as  much  a  matter  of  indifference  to  human  reason 
as  is  the  actual  guilt  or  innocence  of  his  client  to  a  skilful 
advocate. 

But  if  Reason  is  incapable  of  distinguishing  right  from 
wrong,  morality  from  immorality,  and  of  laying  down  with 
certainty  what  constitutes  the  one  and  what  the  other,  what 
becomes  of  that  "  moral  law "  and  those  "  natural  rights  " 
which  are  made  the  basis  of  most  philosophical  and  of  all 
political  theorisings,  and  of  which  the  recognition  and  con- 
sciousness by  man  is  assumed  as  something  innate  in  him, 
and  quite  independent  of  religious  revelation  ?  I  greatly  fear 
that  on  closer  examination  these  will  be  found  to  have  no 
more  reality  than  the  "controlling  power"  of  reason  over 
animal  instincts,  or  the  desire  to  obtain  wealth  "by  means  of 
exchanges."  For  if  they  be  pursued  from  age  to  age,  from 
race  to  race,  from  nation  to  nation,  from  class  to  class,  their 
form  will  be  found  to  vary  with  each  change  in  environment, 
no  fixed  "moral  law"  or  "natural  right"  being  anywhere 
discoverable  as  forming  part  of  what  Mr.  M'Culloch  calls  "  the 
original  constitution  of  man,"  but  only  varying  customs  and 
practices,  which,  when  they  are  not  the  outcome  of  man's 
animal  instincts,  do  but  give  expression,  less  or  more 
faithfully,  to  the  religious  pronouncements  of  the  time  and 
place. 

In,  fact  that  supposed  via  media,  that  middle  way,  that 
neutral  ground,  between  pure  animalism  and  revealed 
religion,  upon  which  Philosophy  takes  its  stand,  and  which  it 
offers  to  all  the  world  as  a  solid  foundation  whereon  to  build, 
will  nowhere  be  found  to  have  any  actual  existence;  the 
only  "  laws "  to  which  man  yields  innate  and  unconscious 
obedience  being  those  of  his  animal  instincts,  the  only 
"  rights  "  he  voluntarily  recognises,  outside  the  narrow  circle 
of  his  special  form  of  animalism,  the  socialistic,  being  those  of 
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the  strongest.  Every  conception  of  "  duty  "  as  opposed  to 
these  coming  to  him  from  without,  originally  through 
revelation,  but  subsequently  it  may  be  through  recollection, 
through  tradition,  or  through  association,  but  whencesoever 
proceeding  depending  for  obedience  solely  upon  education, 
upon  precept,  upon  example,  upon  reward,  upon  punishment. 
For  beyond  such  capacity  for  association  as  man  shares  with 
other  socialistic  animals  and  insects,  which  capacity  enables 
him  to  do  no  more  than  abstain  from  force  amongst  those 
whose  interests  are  identical,  neither  his  instincts  nor  his 
reason  avail  him.  Seeing  that  directly  divergent  interests 
appear  and  conflicting  classes  develop,  his  reason  fails  to 
indicate  what  is  true  in  principle,  wrhile  his  instincts  forbid 
what  is  just  in  practice.  And  yet  divergence  of  interests  and 
development  of  classes  is  unpreventible  amongst  men  if  free 
fecundity  be  permitted.  Whenever  and  wherever,  then,  such 
divergence  and  such  development  appear,  and  without  them 
there  can  be  no  progress  in  civilisation,  both  human  reason 
and  human  desires  will  be  found  equally  unable  to 
comprehend  their  significance,  and  equally  incapable  of 
directing  them  aright. 

We  need  not  hesitate,  then,  to  deny  to  human  Reason  any 
such  modifying,  controlling,  or  transforming  power  over 
Natural  Desire  as  justifies  its  acceptance  as  a  competing 
influence  with  Religion  in  the  extension  of  Civilisation. 
Valuable  beyond  all  estimation  are  the  functions  which  it  has 
to  discharge  in  the  furtherance  of  this  complex  work,  and 
what  these  are  we  shall  presently  learn,  but  they  are 
altogether  distinct  from  and  wholly  in  harmony  with  those  of 
true  Religion  ;  so  much  so  that  without  an  effective  discharge 
of  their  respective  functions  by  both  no  continuous  progress 
in  civilisation  can  be  made.  While  as  to  the  effectiveness  of 
such  discharge,  each  provides  the  only  primary  court  that 
man  can  apply  to,  for  provisionally  determining  the  truth  or 
falsity  of  the  other's  claims,  pending  ultimate  judgment  by 
man's  final  and  only  infallible  Court  of  Appeal,  "  1 1  is  own 
experience." 


CHAPTER    IV 

THE   TRANSFORMING   FORCES — RELIGION 

THE  foundation  of  Economic  progress  is  secure  possession  of 
property.  The  power  which  builds  the  edifice  is  individual 
competition  for  wealth.  Consequently,  whatever  promotes 
security  in  the  former  and  freedom  in  the  latter,  contributes 
to  economic  progress,  and  whatever  detracts  from  either  or 
both,  retards  it.  Pure  economics  know  nothing  of  any  com- 
petition for  food,  for  where  "estates"  in  valuable  lands  are 
secure,  or  access  to  valueless  land  is  easy,  there  cannot  be 
competition  for  food,  but  only  a  less  or  greater  expenditure  of 
labour  upon  it  ;  the  only  competition  possible  is  for  Wealth. 
The  real  enemy  therefore  of  economic  progress,  because  of  its 
destroying  security  in  respect  to  property,  is  theft  or  robbery, 
which  is  a  transfer  of  property,  by  force  or  subtlety,  from  its 
true  economic  owner  to  some  one  who  has  no  economic  right 
to  it,  the  cause  of  such  theft  being  Natural  self-interest,  or  the 
desire  "  to  get  without  giving." 

Bearing  these  fundamental  principles  in  mind,  we  can  now 
proceed  with  our  inquiry  as  to  how  far  their  practical  appli- 
cation is  promoted  or  retarded  by  the  precepts  of  the  chief 
Religions  of  mankind  ;  our  sole  concern  with  such  Religions 
being  their  practical  effect  upon  conduct,  and  in  no  wise  the 
intellectual  arguments  which  support  them.  It  is  by  their 
fruits  we  must  judge  them,  and  not  by  their  leaves  or  their 
blossom.  The  chief  Religions  of  mankind  may  be  grouped  as 
follows  : — 

i.  Fetishism.  3.  Hinduism.        6.  Hellenism.       8.  Hebraism. 

2.  Mohammedanism.    4.  Buddhism.       7.  Romanism.       9.  Christianity. 

5.   Confucianism. 
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I.  Fetishism. 

Fetishism  is  the  propitiation  of  evil  spirits,  under  which 
heading  may  be  classed  the  religions  of  almost  all  savage  and 
barbarous  peoples.  This  religion  does  not  seek  to  control  any 
of  the  "natural  desires"  of  man,  but  merely  to  avert  certain 
evils  which  experience  makes  him  dread,  and  which  his  reason 
ascribes  to  unknown  powers  capable  of  propitiation  by  gifts. 

In  its  practical  working  this  system  gives  free  rein  to  man's 
natural  desire  to  rob  by  providing  him  with  special  facilities 
for  murder.  These  facilities  take  the  form  of  "  smelling  out  " 
and  similar  devices  of  witchcraft,  whiclrplace  the  lives  and 
property  of  the  tribesmen  at  the  mercy  of  its  chiefs  and 
priests.  Necessarily,  under  this  system  there  is  no  security 
for  property,  no  progressive  production  of  wealth,  and  no 
freedom  in  the  conduct  of  exchanges.  Fetishism,  therefore, 
being  necessarily  hostile  to  trade,  must  be  suppressed  by  any 
commercial  people,  possessing  the  power  to  do  so,  who  wish 
to  multiply  exchanges  with  the  tribes  subjected  to  it ;  such 
suppression  becoming  a  commerical  necessity,  wholly  irre- 
spective of  the  system's  intellectual  falsity.  The  possible 
density  of  a  fetish-ridden  population  must  always  be  very  low. 


II.  Mohammedanism. 

Mohammedanism  is  an  enormous  advance  upon  Fetishism, 
and  the  replacement  of  the  latter  by  the  former  an  unmixed 
economic  gain.  For  it  sternly  suppresses  witchcraft  and  all 
its  attendant  evils  ;  nor  does  it  substitute  any  system  giving 
a  similar  power  to  rob,  much  less  to  murder,  either  to  princes 
or  to  priests.  Even  at  its  worst  it  establishes  some  organised 
administration  of  law,  ensuring  a  modified  respect  for  pro- 
perty, and  permitting  of  considerable  and  continuous  com- 
petition for  wealth.  The  replacement  of  Fetishism  by 
Mohammedanism,  therefore,  is   always  followed    by  a  largely 
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increased  production  of  manufactures  and  a  great  develop- 
ment of  trade  ;  but  Mohammedanism  itself,  as  the  religion 
of  a  ruling  race,  is  inseparable  from  three  economic  evils 
which  rigorously  limit  its  capacity  to  promote  economic  de- 
velopment. These  evils  are  (i)  its  doctrinal  incitements  to 
war;  (2)  its  universal  acceptance  of  slavery;  (3)  its  contempt 
for  natural  science. 

(1)  A  true  Mohammedan,  whenever  he  has  the  power,  is 
bound  to  propagate  his  faith,  all  other  considerations  weighing 
as  dust  in  the  balance  against  this  obligation,  while  the 
favourite  argument,  as  well  of  the  Prophet  as  of  his  followers, 
is  force  ;  when  this  is  not  admissible,  the  conversions  made 
are  few.  According  to  Mohammedan  divines,  "  The  sword  is 
the  key  of  heaven  and  hell,  and  the  least  drop  of  blood  spilt 
in  the  way  of  God  most  acceptable  to  Him."  (Sale's  "  Alkoran, 
Preliminary  Discourse,"  Sec.  VI.)  A  necessary  consequence  of 
this  attitude,  as  the  history  of  Mohammedanism  proves,  is  an 
all  but  constant  state  of  warfare,  and  a  complete  denial  of 
economic  rights  to  any  but  true  Believers.  If  permitted  to 
exercise  any,  this  is  an  act  of  grace  only  and  not  of  justice, 
which,  strictly  applied,  according  to  Mohammedan  standards, 
admits  of  but  two  alternatives — Islam  or  death.  Peace  is  not 
even  recognised  as  a  desirable  condition  except  amongst  Be- 
lievers. Necessarily,  this  ideal  takes  little  account  of  com- 
merce and  the  conditions  essential  to  its  success,  so  that  in 
spite  of  the  great  natural  aptitude  of  most  Mohammedan 
people  for  it,  trade  has  never  been  permitted  to  develop 
freely,  save  during  the  reign  of  some  exceptionally  enlightened 
and  free-thinking  ruler. 

(2)  The  doctrinal  acceptance  of  Slavery  as  a  permissible 
domestic  institution,  its  universal  existence  throughout  the 
Mohammedan  world,  except  where  forbidden  by  alien  laws, 
offers  another  insuperable  obstacle  to  free  economic  develop- 
ment. Not  that  the  economic  principles  of  Mohammedan 
law  rest  upon  slavery  or  of  necessity  reproduce  it,  as  do  those 
of  Rome,  but  it  bears  for  ever  the  abiding  "  hall  mark "  of 
the  Prophet  himself,  and   no  Mohammedan  has  authority  to 
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forbid  what  Mohammed  explicitly  allows.  Slavery  therefore 
is,  and  must  remain,  :an  inseparable  adjunct  of  independent 
Mohammedanism,  and  as  such,  an  insuperable  obstacle  to  the 
free  economic  development  of  every  Mohammedan  state. 

(3)  Contempt  for  Natural  Science  and  non:Koranic 
knowledge  of  every  kind  is  so  marked  a  feature  of 
Mohammedanism  as  to  warrant  its  being  regarded  as  a 
necessary  and  inseparable  accompaniment  of  it.  It  is  true 
that  in  certain  respects,  and  under  a  few  remarkable 
sovereigns,  exceptions  to  this  rule  are  discoverable,  notably 
in  the  matter  of  Architecture,  and  less  notably  in  that  of 
Irrigation.  But  these  oases  in  the  wide-spread  desert  of 
Mohammedan  economic  history  are  too  exceptional  to 
permit  them  to  be  ascribed  to  the  System,  and  their  absence 
too  general  not  to  establish  the  rule.  But  the  economic 
benefits  resulting  from  growth  in  scientific  knowledge  are  so 
essential  to  civilised  progress  that  whatever  religious  system 
prohibits  their  acquisition  prohibits  also  all  such  develop- 
ments as  result  from  and  are  dependent  on  them.  Because, 
therefore,  of  these  three  economic  heresies — indifference  to 
peace,  acceptance  of  slavery,  and  contempt  of  science — there 
can  be  no  advance  among  any  independent  Mohammedan 
people  beyond  a  certain  and  not  very  extended  limit  in 
numerical  density  and  material  comfort. 


III.  Hinduism. 

The  dominant  economic  feature  of  Hinduism,  which  dwarfs 
all  others  by  comparison,  is  the  rigorous  institution  of  Caste. 
It  is  perhaps  the  most  effective  instrument  ever  devised  by 
human  Reason  for  preventing  free  competition  and  petrify- 
ing social  development  at  one  particular  stage  of  its  growth. 
"  Thus  far  shalt  thou  go,  and  no  farther"  is  the  edict  which  it 
issues  to  all  civilising  tendencies,  its  broad  economic  aim  being 
to  maintain  for  all  time  the  same  numerical  relation  between 
the    classes    of   priests,    soldiers,    merchants,    manufacturers, 
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cultivators,  and  servants,  as  subsisted  at  the  period  of  its 
institution.  No  system  could  be  more  opposed  to  economic 
freedom  than  this,  or  any  devised  more  restrictive  of  economic 
development.  Where  development  does  occur,  therefore, 
under  the  influence  of  natural  desires  permitted  free  play  in 
defiance  of  caste  prohibitions,  the  system  of  caste  must  break 
down,  and  with  it  the  authority  of  the  religion  of  which  it  is 
the  chief  support.  But  a  fairly  high  level  of  economic 
development  had  already  been  reached  before  the  institution 
of  caste  arrested  further  progress  ;  and  this  level,  especially 
under  a  prolific  system  of  food-production,  resulting  largely 
from  irrigation  under  tropical  and  semi-tropical  conditions, 
permitted  of  a  high  density  of  population.  Necessarily,  how- 
ever, Caste  presents  a  solid  barrier  to  mental  development 
generally,  or  to  that  inquiry  into,  and  mastery  over,  the 
powers  of  Nature,  without  which  there  can  be  no  rising  to  the 
highest  levels  of  civilisation.  It  leaves,  therefore,  every 
people  subservient  to  it  at  the  mercy  of  whatever  more 
advanced  nation  is  interested  in  subduing  them.  Every 
people  bound  in  the  fetters  of  Caste  must  ultimately  be  ruled 
by  some  freer  nation. 


IV.  Buddhism. 

Buddhism  may  justly  be  called  the  religion  of  Despair. 
Man  is  a  hopeless  failure  is  its  conclusion,  and  therefore  the 
only  remedy  is  to  destroy  man — to  destroy  in  him,  that  is,  all 
the  attributes  that  differentiate  him  from  other  forms  of 
animal  life.  His  desires,  his  affections,  his  reason,  his  capaci- 
ties, his  faith,  his  hopes,  his  soul,  all  must  go,  until  nothing  is 
left  at  length  but  an  inert  and  useless  husk,  which  finally 
goes  too. 

But  in  addition  to  these  distinctively  human  attributes, 
which  we  may  assume  it  possible  to  suppress,  man  has  dis- 
tinctively animal  needs,  for  food,  shelter,  and  warmth,  which 
admit  of  no  such  suppression.     And  yet  after  a  certain  density 
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in  population  has  been  reached,  which  will  vary  with  soil  and 
climate,  no  additional  lives  can  be  maintained,  except  through 
the  presence,  multiplication,  and  gratification  of  purely  human 
desires.  All  increase  in  numbers  must  be  prevented,  there- 
fore, or  else  these  desires  must  be  cultivated  and  satisfied. 
Infanticide  or  civilisation  thus  become  the  practical  alternatives 
eventually  and  invariably  placed  before  Buddhism,  and  both 
are  equally  fatal  to  "  The  wheel  of  the  Law."  As  a  practical 
religion,  therefore,  Buddhism  only  needs  time  to  confute  itself. 
While  as  to  its  theoretic  blandishments,  we  may,  like  the 
sailors  of  Ulysses,  stop  our  ears  to  them,  and  sail  unheeding 
by.  What  proves  itself  practically  false,  it  is  mere  waste  of 
time  to  discuss  as  perhaps  theoretically  true. 


V.  Confucianism. 

Confucianism  is  not  a  religion  at  all,  but  a  collection  of 
philosophical  precepts  and  rules  of  conduct.  Amongst  any 
other  people  than  the  Chinese  it  would  have  had  no  more 
effect  upon  individual  practices  than  the  Dialogues  of  Plato, 
the  Sentential  of  Epictetus,  or  the  Maxims  of  Marcus  Aurelius. 
But  the  Chinese  as  a  race  have  a  very  exceptional  mental  and 
physical  equipment.  Their  imaginations  are  dull,  their  tem- 
perament is  phlegmatic,  their  materialism  constitutional, 
while  their  patience  and  industry  are  phenomenal.  Upon 
this  solid  and  unemotional  foundation  they  have  erected  the 
fabric  of  parental  reverence,  until  their  religion  in  practice  has 
taken  the  form  of  a  worship  of  dead  ancestors  and  obedience 
to  living  parents.  To  this  solid  substructure,  Buddhism  and 
Taoism  merely  supply  ritualistic  and  superstitious  accessories. 
But  obedience  to  parents,  by  which  the  government  of  families 
is  placed  in  the  hands  of  those  possessed  of  the  maximum  of 
economic  experience  and  the  minimum  of  animal  desire,  and 
this  amongst  a  people  constitutionally  placid  and  unemotional 
in  temperament,  becomes,  next  to  Religion  itself,  the  most 
powerful  economic  motor  within  the  reach  of  mankind.      For 
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it  makes  economic  experience  take  the  place,  amongst  separate 
families  in  China,  that  personal  desire  or  religious  faith  does 
amongst  separate  individuals  elsewhere.  Now  the  superiority 
of  experience  to  desire  as  a  director  of  conduct  is  so  enormous 
that  this  alone  places  the  Chinese  immeasurably  ahead  of  all 
savage  and  barbarous  peoples,  and  of  most  civilised  ones,  in 
respect  to  economic  development.  While  the  superiority  of 
Experience  to  any  given  Religion,  unless  such  Religion 
secures  through  its  precepts  practical  obedience  to  a  very 
high  standard  of  economic  truth,  is  scarcely  less  conspicuous. 
Thus  in  an  international  competition  for  material  prosperity 
the  Chinese  start  with  an  extraordinarily  effective  practical 
equipment,  to  the  value  of  which  their  economic  development 
in  the  past,  even  more  than  in  the  present,  bears  conclusive 
testimony.  But  it  is  an  equipment,  be  it  observed,  perfectly 
useless  to  any  people  of  a  more  lively  or  emotional  physical 
temperament  than  the  Celestials. 

Important,  however,  as  is  the  position  which  families  occupy 
in  the  social  system,  they  are  only  the  atoms  of  the  body  social, 
and  not  the  body  itself.  This,  as  we  know,  is  made  up  of 
classes  as  members,  with  a  government  as  the  head.  Now, 
however  effective  the  influence  which  Parental  authority  can 
exercise  over  the  conduct  of  families,  and  strong  as  are  the 
bonds  which  ancient  custom  weaves  for  classes,  neither 
obedience  to  parents  nor  observance  of  custom  provides  any 
authoritative  direction  for  government.  It  is,  therefore,  in 
respect  to  government  that  Parental  authority  as  the  sole 
economip  motor  of  any  people  must  eventually  and  always 
fail.  If  the  head  of  a  family  neglects  to  guide  his  children 
aright,  his  neighbours  will  soon  compel  an  improvement.  If 
a  member  of  a  class  departs  from  its  customs,  his  fellows  will 
quickly  enforce  its  observance.  But  if  the  government  fails 
to  discharge  its  duties,  there  is  none  to  call  it  to  order.  For 
the  very  principle  of  respect  for  parents,  when  extended  to 
the  Emperor,  the  great  parent  of  all,  forbids  any  effective 
control.  Confucianism,  therefore,  leaves  the  government 
without    any    authoritative    direction,  or    any    effective    and 
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automatic  standard  of  conduct.  The  Official  Class,  therefore, 
which  conducts  the  government  of  every  country,  having 
always  separate  interests  of  their  own,  because  obtaining  their 
income  from  a  source  distinct  from  every  other,  viz.,  from 
taxes,  instead  of  from  Capital,  Wages,  and  Profits,  remain 
subject  to  no  other  motor  of  conduct  than  their  "  natural 
desire"  to  get  these  incomes,  and  as  much  of  them  as 
possible,  without  giving  anything,  or  as  little  as  they  can,  in 
return.  As  more  and  more  they  yield  to  this  "  natural  desire," 
there  being  no  effective  influence  to  oppose  it,  the  great  body 
of  officials,  from  being  a  terror  to  evil-doers  and  a  help  to 
those  who  do  well,  become  little  better  than  an  organised 
band  of  robbers,  preying  upon  the  whole  community.  While, 
this  condition  reached,  the  continued  existence  of  such  com- 
munity as  a  social  organism  entirely  depends  on  the  extent  of 
the  powers  wielded  by  officials.  If  these  are  very  large  and 
touch  every  relation  of  life  in  and  between  classes  and  families, 
as  they  did  under  the  omnipresent  and  omnipotent  civil 
system  of  Rome,  then  the  collapse  of  that  community  cannot 
be  long  delayed.  But  if,  on  the  contrary,  they  are  small,  and 
lie  outside  the  relations  of  classes  and  families,  as  under  the 
mainly  criminal  system  of  China,  then  the  collapse  of  that 
community  may  be  almost  indefinitely  deferred. 

This  last  is  the  condition  of  China  at  the  present  day. 
The  family  life  is  sound  and  pure,  the  class  relations  are 
natural  and  just,  but  the  government — that  is,  the  official  class 
— is  hopelessly  corrupt,  and  there  is  none  standing  in  loco 
parentis  to  it  who  is  independent  of  and  superior  to  its  class 
influence.  In  China,  consequently,  the  economic  functions  of 
government  are  completely  neglected  or  ignored,  those  whose 
duty  it  is  to  discharge  them  having  become  practically  an 
organised  band  of  robbers,  whose  power  for  evil  is  limited 
solely  by  the  paucity  of  laws  in  China,  and  the  plentitude  of 
customs,  with  which  latter  individual  officials  cannot  interfere 
with  impunity. 

Under  such  a  system,  and  it  is  ;i  necessary  outcome  of 
Confucianism,   national    progress    is    impossible    and    national 
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decadence  inevitable.  For  the  advent  to  power  of  even  a  just 
and  able  Emperor  could  not  produce,  within  the  short  space 
of  human  life,  any  permanent  improvement  ;  for  he  could 
not  purify  the  vast  body  of  unjust  officials  to  whom  the 
execution  of  his,  perhaps,  just  edicts  would  have  to  be 
entrusted.  Nothing  can  effect  an  improvement  in  such  a 
state  but  the  recognition  and  adoption  of  some  additional 
and  more  effective  motor  power  for  individual  conduct  than 
Reverence  for  Antiquity  and  Obedience  to  Parents. 


VI.  Hellenism. 

I  introduce  this  and  the  Roman  form  of  Ancient  Paganism 
because  these  two  faiths  constantly  tend  to  reproduce 
themselves  in  the  modern  world,  through  reversion  to  their 
fundamental,  moral,  and  economic  principles.  It  being 
towards  Hellenism  that  belief  in  Art,  or  the  worship  of  the 
Beautiful,  as  an  incentive  to  better  conduct,  tends  t<>  draw  its 
modern  devotees ;  and  towards  Romanism  that  belief  in  Law,  or 
force  applied  through  statutes,  as  a  corrective  of  bad  conduct, 
tends  to  draw  its  devotees,  when  both  have  ceased  to  believe 
in,  and  therefore  to  comprehend,  Christianity.  It  is  of  the 
greatest  importance,  therefore,  to  realise  what  Art  meant  in 
Ancient  Greece,  and  what  practical  effect  its  pursuit  had  in 
securing  obedience  to  economic  truths  amongst  the  Greeks. 
Also  what  Law  meant  in  Ancient  Rome,  and  what  practical 
effect  its  application  had  in  preventing  economic  crimes 
amongst  the  Romans.  For  it  is  but  reasonable  to  expect 
that  the  pursuit  of  Grecian  Art  in  a  Christianised  country, 
where  at  best  such  Art  can  be  but  a  false  and  feeble  imitation 
of  what  was  genuine  and  original  in  Greece ;  or  the  applica- 
tion of  Roman  laws  in  the  same  country,  when  at  best  such 
laws  can  be  but  a  partial  and  insincere  reproduction  of  what 
was  complete  and  sincere  in  Rome,  will  tend  to  reproduce, 
though  in  a  modified  form,  the  same  economic  effects  as  the 
original  did.     It  is  quite  unreasonable,  indeed  ridiculous,  to 
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expect    exactly    opposite     effects     from    an    exhibition    of 
identically  the  same  remedies,  however  much  diluted. 

Art,  or  the  pursuit  of  the  Beautiful,  had  attached  to  it  in 
the  Pagan  world  a  much  wider  significance  than  is  possible 
in   the    Christian  ;    for    amongst    educated    Greeks    Art    was 
Religion,  and  Religion  was  Art.     A  pursuit  of  the  Beautiful, 
according  to  their  highest  intellects,  requiring  such  physical 
and  mental  training  as  should  produce  that  "  healthy  mind  in 
a  healthy  body  "  which  was  the  practical  goal  of  all  Grecian 
desires.    But  a  healthy  and  beautiful  body  was  to  be  obtained 
by  nothing  but  assiduous  work  in  the  Gymnasium  and  the  drill 
field  ;  the  incentive  to  such  work  being  emulation  with  fellow- 
citizens,  culminating,  for  the  gymnast,  in  the  honours  to  be 
gained  in  the  public  games,  and  for  the  soldier,  in  the  glory 
to  be  won  in  the  incessant  wars  between  rival  cities.     While 
a  healthy  and  noble  mind  was  to  be  obtained  by  activity  in 
state  affairs,  both  in  the  Forum  and  on  the  field,  by  the  study 
of  rhetoric   and  philosophy,  by  conversation  with   educated 
and    elevating    companions,   by    contemplation    of    beautiful 
works  of  sculpture,  painting,  and  architecture.     Thus  the  only 
occupations  left  practically  open  to  all    true  worshippers  of 
Art  were  military  exercises,  local  politics,  and  for  the  talented 
few,  painting,  sculpture,  and  architecture.     Manufactures  and 
commerce   were   relegated   to   the    herd    of   slaves   and    non- 
citizens,  and  even  agriculture  as  a  means  of  livelihood   was 
barely  tolerated.     The  pursuit  of  the  beautiful  under  these 
circumstances  was  necessarily  confined  to  a  class  of  aristocrats 
supported  by  the  labour  of  slaves  and  unenfranchised  freemen  ; 
these  latter    being    required  to  grow  the    necessities,  manu- 
facture the  comforts,  or  import  the  luxuries  required  by  those 
whose  refined  sensibilities  forbade  them  to  do  such  things  for 
themselves.     An  economic  condition  was  demanded,  in  fact, 
in   which  all   the  "getting"  should   be  by  a  class  of   drones 
calling  themselves  "citizens,"  and  all  the  "giving"  by  classes 
of  workers  from  whom  this  name  and  its  rights  were  withheld. 
'   for  in   the  Greek  conception   the  citizen  was  an   aristocrat. 
His  excellence  was  thought  to  consist  in  public  activity,  and 
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to  the  performance  of  public  duties  he  ought  therefore  to  be 
able  to  devote  the  greater  part  of  his  time  and  energy.  But 
the  existence  of  such  a  privileged  class  involved  the  existence 
of  a  class  of  producers  to  support  them  ;  and  the  producers, 
by  the  nature  of  their  calling,  be  they  slave  or  free,  were 
excluded  from  the  life  of  the  perfect  citizen.  They  had  not 
the  necessary  leisure  to  devote  to  public  business,  neither  had 
they  the  opportunity  to  acquire  the  mental  and  physical 
qualities  which  would  enable  them  to  transact  it  worthily. 
They  were  therefore  regarded  by  the  Greeks  as  an  inferior 
class ;  in  some  states,  in  Sparta,  for  example,  and  in  Thebes, 
they  were  excluded  from  political  rights,  and  even  in  Athens, 
the  most  democratic  of  all  the  Greek  communities,  though 
they  were  admitted  to  the  citizenship  and  enjoyed  consider- 
able political  influence,  they  never  appear  to  have  lost  the 
stigma  of  social  inferiority.  And  the  distinction  which  was 
thus  more  or  less  definitely  drawn  in  practice  between  the 
citizens  proper  and  the  productive  class  was  even  more 
emphatically  affirmed  in  theory.  Aristotle,  the  most  balanced 
of  all  the  Greek  thinkers,  and  the  best  exponent  of  the 
normal  trend  of  their  ideas,  excludes  the  class  of  artisans 
from  the  citizenship  of  his  ideal  state,  on  the  ground  that  they 
are  debarred  by  their  occupation  from  the  characteristic 
excellence  of  man.  And  Plato,  though  here  as  elsewhere  he 
pushes  the  normal  view  to  excess,  yet,  in  his  insistence  upon 
the  gulf  that  separates  the  citizen  from  the  mechanic  and 
trader,  is  in  sympathy  with  the  general  current  of  Greek 
ideas.  His  ideal  state  is  one  which  depends  mainly  on 
agriculture  ;  in  which  commerce  and  exchange  are  reduced  to 
the  smallest  possible  dimensions,  in  which  every  citizen  is  a 
land-owner,  forbidden  to  engage  in  trade,  and  in  which  the 
productive  class  is  excluded  from  all  political  rights."  ("  The 
Greek  View  of  Life."     G.  L.  Dickenson.     P.  72.) 

We  can  thus  see  that  the  Greek  conception  of  prosperity 
for  a  state  absolutely  ignored  the  existence  of  economic  truth 
and  moral  justice  ;  it  being  a  conception  which  assumes  a 
natural  and  unquestioned  right  on  the  part  of  one  class  to  rob 
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all  others.  And  in  this  respect  the  wisest  philosophers  of 
Greece  are  not  one  bit  more  enlightened  than  its  most 
ignorant  "  citizen,"  there  being  not  the  slightest  fundamental 
difference  in  their  views.  Thus  "  pursuit  of  the  beautiful " 
was  to  occupy  only  a  small  number  out  of  the  total  inhabitants 
of  any  Greek  State.  (In  Athens,  at  the  close  of  the  fourth 
century,  the  slaves  were  estimated  at  400,000  to  100,000 
citizens.)  The  majority  consequently  were  to  "  pursue  the 
useful  "  in  the  best  way  they  could,  and  retain  of  what  they 
acquired  only  so  much  as  the  minority  thought  fit  to  leave 
with  them. 

This  being  a  condition  of  things  which  involved  a  violation 
in  practice  of  every  economic  principle,  it  is  scarcely  necessary 
to  insist  upon  the  impossibility  of  continued  prosperity  for 
any  state  indulging  in  such  practices  or  even  of  continued 
existence.  Indeed,  "the  general  Greek  conception  of  the 
ordered  state  was  so  far  from  being  realised  in  practice  that 
probably  at  no  time  in  the  history  of  the  civilised  world  had 
anarchy  more  complete  and  cynical  prevailed."  ("  Greek  View 
of  Life,"  p.  82.) 

Thus  the  Greek  "pursuit  of  beauty"  as  a  founda- 
tion whereon  to  build  a  state,  necessitating  as  this 
pursuit  did  a  privileged  and  idle  oligarchy  supported 
by  an  unprivileged  and  working  democracy,  was  a  con- 
spicuous failure  economically  and  politically.  The  only 
question  is  then,  to  what  extent  was  it  a  success  individually  ? 
That  it  developed  a  marvellous  artistic  faculty,  resulting  in 
the  production  of  types  of  beauty  which  must  remain 
standards  for  all  time,  is  certain.  But  did  this  development 
extend  beyond  what  may  be  called  the  decorative  faculty  of 
taste  ?  Did  it  produce  a  common  type  of  character  distin- 
guished in  any  way  for  truth,  justice,  honour,  love  of  country, 
obedience  to  laws,  regard  for  pledges,  freedom  from  avarice 
or  lust,  or  even  for  personal  valour  ?  Let  the  most  celebrated 
Grecian  historian  declare  :  "  Not  long  afterwards  (i.e.,  after  the 
commencement  of  the  Peloponnesiaii  War;  the  whole  Hellenic 

world   was   in   commotion.      In   every   city   the  chiefs   of  the 
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democracy  and  of  the  oligarchy  were  struggling,  the  one  to 
bring  in  the  Athenians,  the  other  the  Lacedaemonians.  .  .  . 
When  troubles  had  once  begun  in  the  cities,  those  who 
followed  carried  the  revolutionary  spirit  farther  and  farther, 
and  determined  to  outdo  the  report  of  all  who  had  preceded 
them  by  the  ingenuity  of  their  enterprises  and  the  atrocity  of 
their  revenges.  The  meaning  of  words  had  no  longer  the 
same  relation  to  things,  but  was  changed  by  them  as  they 
thought  proper.  Reckless  daring  was  held  to  be  loyal  cour- 
age ;  prudent  delay  was  the  excuse  of  a  coward.  Moderation 
was  the  disguise  of  unmanly  weakness  ;  to  know  everything 
was  to  do  nothing.  Frantic  energy  was  the  true  quality  of  a 
man.  A  conspirator  who  wanted  to  be  safe  was  a  recreant  in 
disguise.  The  lover  of  violence  was  always  trusted,  and  his 
opponent  suspected.  He  who  succeeded  in  a  plot  was  deemed 
knowing,  but  a  still  greater  master  in  craft  was  he  who 
detected  one.  .  .  .  Thus  revolution  gave  birth  to  every  form 
of  wickedness  in  Hellas.  The  simplicity  which  is  so  large  an 
element  in  a  noble  nature  was  laughed  to  scorn,  and  dis- 
appeared. An  attitude  of  perfidious  antagonism  everywhere 
prevailed,  for  there  was  no  word  binding  enough,  nor  oath 
terrible  enough,  to  reconcile  enemies.  Each  man  was  strong 
only  in  the  conviction  that  nothing  was  secure  ;  he  must  look 
to  his  own  safety,  and  could  not  afford  to  trust  others." 
(Thucydides  III.,  82,  "  Greek  View  of  Life,"  p.  82,  etc.) 

When  "  the  pursuit  of  the  beautiful  "  then  produced  such 
results  amongst  the  Greek  originators  of  the  quest,  results  of 
which,  morally  speaking,  the  above  leaves  indeed  far  too 
favourable  an  impression,  what  reason  is  there  for  supposing 
that  any  emasculated  modern  revival  of  their  ideas  can  lead 
in  an  exactly  opposite  direction,  or  that  the  pursuit  of  Art,  in 
any  form  whatever,  supplies  the  slightest  incentive  towards  a 
practical  application  either  of  economic  principles  or  of  moral 
truths  ? 
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VII.  Romanism. 

The  application  of  Force  through  Statutes  attained  to  such 
marvellous  perfection  in  Rome  that  its  great  codes  and 
system  of  jurisprudence  constitute  a  vast  and  inexhaustible 
legal  quarry  for  all  modern  legislators  who  entertain  the  same 
belief  as  animated  the  Romans,  that  the  application  of  Force 
through  Law  provides  a  corrective  for  economic  crimes,  and, 
as  such,  an  instructor  in  moral  duties.  It  is  doubtful,  indeed, 
if  there  is  any  economic  obligation  capable  of  being  under- 
taken by  civilised  man,  whether  such  arises  naturally  or  is 
created  artificially,  that  has  not  been  already  considered  by 
Roman  jurists  and  dealt  with  by  Roman  Law,  such  obligation 
being  enforced  by  penalties  more  drastic  by  far  than  any  that 
can  now  be  applied.  This  wonderful  system  indeed  covers 
the  whole  field  of  civilised  relations  with  such  breadth  and 
minuteness  that  let  any  new  obligation,  as  it  is  thought,  arise 
in  any  modern  country  inviting  the  attention  of  legislators, 
and  it  will  almost  certainly  be  found  by  a  sufficiently  careful 
research  that  such  obligation,  or  the  principle  upon  which  it 
rests,  has  long  ago  been  fixed  and  defined  by  the  great  Lex 
civilis  of  Rome.  It  is  this  omniscience  and  omnipresence  of 
Roman  Law,  not  less  than  its  unity  of  principle  and  logic  of 
procedure,  that  has  elevated  it  for  all  lawyers,  whether  ancient, 
mediaeval,  or  modern,  into  a  sort  of  semi-divine  institution  ;  or 
rather  into  a  sacred  Mountain  of  Law,  which  has  its  base  on 
the  earth  and  its  summit  in  the  heavens,  to  which  it  rests  as 
an  obligation  upon  all  thinkers  to  make  mental  pilgrimage, 
and  towards  which,  as  towards  another  Kaaba,  it  behoves 
all  lawyers  and  legislators  to  bow  in  intellectual 
worship. 

Roman  Law  being  then  such  as  it  is,  the  most  perfect  ex- 
pression of  Force  ever  devised  by  the  human  intellect,  and 
supported  by  sanctions  which  recognised  no  debilitating 
influences,  but,  starting  from  natural  desires,  developed  these 
upon    logical    principles,    and    pushed    them    home    to   their 
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logical  conclusions,  it  is  plain  that  the  utmost  modern 
legislators  can  do  is  to  feebly  and  hesitatingly  follow  in  the 
footsteps  of  Pagan  Rome.  They  can  break  no  new  ground 
whereon  to  make  a  novel  application  of  force,  for  the  whole 
surface  has  been  carefully  worked  over  beforehand,  and 
samples  extracted  of  every  variety  of  ore  it  contains.  Nor 
are  they  free  to  work  in  the  old  ground  with  the  vigour  and 
directness  of  Roman  legislators,  for  even  if  as  willing  to 
wound,  they  are  withheld  from  striking  with  the  same  force 
and  precision  by  the  paralysing  and  antagonistic  influences  of 
Christianity. 

To  ascertain,  then,  what  are  the  economic  effects  of  apply- 
ing force  to  compel  the  discharge  of  civilised  obligations,  we 
do  not  require  to  trust  ourselves  to  the  quicksands  of  argu- 
ment, of  speculation,  or  of  prophecy.  We  need  only  travel 
along  the  broad  highway  of  Roman  experience,  and  note  the 
practical  results  there  scattered  in  profusion  over  the  wide 
campagna  around  us.  Nor  need  we  pay  the  slightest  heed 
to  the  many  objections  offered  to  this  procedure  on  the  plea 
that,  though  the  seed  sown  may  be  the  same,  the  altered 
intentions  of  the  sowers,  or  the  diminished  vitality  of  the 
grain,  will  suffice  to  completely  change  the  nature  of  the 
crop. 

Broadly,  the  aim  of  Roman  legislators  was  to  cover  the 
whole  field,  negative  and  positive,  of  human  obligation,  with 
such  completeness  as  to  punish  men  not  only  for  doing  what 
ought  not  to  be  done,  but  also  for  failing  to  do  what  successive 
law-makers  conceived  ought  to  be  done.  Legal  penalties 
were  thus  attached  as  well  to  the  commission  of  moral  crimes 
as  to  the  neglect  of  moral  and  social  duties.  But  since  it  is 
disobedience  to  Law  that  constitutes  crime,  a  necessary 
consequence  of  this  procedure  was  to  reduce  to  the  common 
status  of  "criminals"  two  totally  distinct  classes  of  delin- 
quents :  (i)  Those  who  do  something  to  injure  others  ;  (2) 
those  who  fail  to  do  something  to  benefit  them. 

Now  the  acts  which,  done  by  one  or  more  men,  injure 
others,  are  comparatively  few  in  number,  while  an  obligation 
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to  refrain  from  doing  them  is  recognised  by  most  men  in 
even*  civilised  state.  Those  fall  mainly  under  four  distinct 
and  simple  headings,  viz.,  murder,  adultery,  robbery,  and 
perjury.  All  acts  leading  to  any  of  these  offences  partaking 
less  or  more  completely  of  the  injurious  nature  of  the  final 
crime,  and  demanding  proportionate  penalties.  Laws  directed 
to  the  punishment  of  these  crimes  are  known  commonly  as 
"  criminal  laws." 

But  the  acts  which,  if  not  done  by  one  or  more  men, 
withhold  benefit  from  others,  are  innumerable,  while  an 
obligation  to  do  them  is  commonly  denied  by  large  bodies  of 
civilised  men.  Laws  directed  to  the  enforcement  of  these 
acts  are  known  commonly  as  "  civil  laws."  Necessarily,  then, 
in  any  considerable  body  of  laws  the  larger  part  must  consist 
of  civil,  and  the  smaller  only  of  criminal  laws,  while  the 
former  are  the  only  ones  that  admit  of  constant  and  indefi- 
nite additions.  But  since  the  legislators  in  every  community 
who  make  these  additions  seek,  when  doing  so,  to  compel 
something  to  be  done  which  otherwise  might  not  be  done, 
civil  legislation  necessarily  becomes  coercive  in  its  nature 
as  opposed  to  Criminal  legislation,  which  is  merely 
punitive. 

Now,  from  an  economic  stand-point  two  obvious  dangers 
confront  all  coercive  legislation  :  (1)  That  the  intended 
purpose  of  the  legislators  is  to  commit  economic  crimes; 
(2)  that  the  unintended  effect  of  their  laws  is  to  facilitate 
their  commission.  The  sole  protection  from  the  former 
danger  lying  in  the  righteousness  of  the  legislators'  inten- 
tions, and  from  the  latter  in  the  extent  of  their  economic 
knowledge.  It  need  hardly  be  said  that  in  respect  to  Roman 
legislators  both  these  safeguards  were  conspicuous  by  their 
absence.  Roman  legislation  was  always  and  undisguisedly 
class  legislation  ;  that  is,  although  prompted  by  different 
classes  at  different  times,  it  was  always  made  in  the  interests 
of  the  dominant  class.  Rare  periods  of  revolt  excepted, 
however,  those  different  classes  had  always  one  sacred 
interest    in    common,   viz.,   the    repayment   of   money   debts, 
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and  towards  the  forcible  recovery  of  these  all  legislative 
efforts  were  directed  from   the  very  earliest  times. 

In  the  development  of  most  States,  laws  as  to  the  relation 
of  creditor  to  debtor  are  commonly  of  comparatively  late 
growth  ;  and  these,  mild  at  first,  gradually  increase  in 
severity  as  the  transactions  of  merchants  multiply  and  their 
political  influence  extends.  The  Government,  furthermore, 
in  its  treatment  of  such  relations,  does  not  as  a  rule  side 
wholly  with  the  creditors.  It  generally  takes  up  something 
of  the  attitude  of  a  judge,  and  admits  the  possibility  of  other 
causes  besides  evil  intent  occasioning  the  default  of  debtors. 
But  no  development  of  this  kind  is  observable  in  Roman 
Law,  nor  any  trace  of  mercy  or  consideration  towards  debtors 
as  a  class.  From  the  very  first  the  attitude  taken  up  by  the 
Law  towards  them  is  one  of  extraordinary,  of  vindictive 
harshness.  Failure  to  meet  a  monetary  obligation  being 
treated  in  no  way  as  a  misfortune,  but  wholly  as  a  crime, 
which  not  merely  condemned  an  unfortunate  debtor  to  be 
the  slave  of  his  creditor,  but  a  special  class  of  slave,  wholly 
deprived  of  such  natural  protection  as  the  self-interest  of  a 
master  extended  to  ordinary  slaves.  For  these  latter  were 
valuable  property,  acquired  by  inheritance,  by  gift,  by  pur- 
chase, or  by  war,  and  as  such  receiving  at  least  equal  care 
with  cattle.  But  debtor  slaves,  representing  not  a  gain,  but 
a  loss  of  property,  were  regarded  with  very  different  feelings, 
and  subjected  to  very  different  treatment.  Their  condition, 
in  fact,  was  the  most  deplorable  in  the  Roman  world.  "  Per- 
sonal credit,"  says  Professor  Mommsen,  "  was  guaranteed  in 
the  most  summary  and  extravagant  fashion,  for  the  law 
entitled  the  creditor  to  treat  his  insolvent  debtor  like  a  thief, 
and  granted  to  him  in  sober  earnest,  by  legislative  enact- 
ment, what  Shylock,  half  in  jest,  stipulated  for  from  his 
mortal  enemy,  guarding,  indeed,  by  special  clauses,  the  point 
as  to  cutting  off  too  much  more  carefully  than  did  the 
Jew."     (Mommsen's  "  History  of  Rome,"  Book  I.,  chap,  xi.) 

The  reason  of  this  exceptional  and  one-sided  attitude  does 
not  appear  until  we  learn  that  commerce  in   Rome  proceeded 
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from  a  source  and  developed  on  lines  different  from  what  is 
common  elsewhere.  For  in  place  of  Roman  merchants  being 
freemen,  trading  upon  their  own  account  and  only  gradually, 
through  growth  in  their  transactions,  employing  agents,  and 
so  creating  the  relation  of  creditor  and  debtor,  they  them- 
selves started  as  either  slaves  or  clients,  indebted  to  and 
dependent  upon  others,  upon  whose  account  they  traded,  and 
who  were  not  themselves  merchants  at  all.  We  again  quote 
Professor  Mommsen.  "In  regard  to  the  persons  and  classes 
by  whom  traffic  was  carried  on  in  Italy,  no  special  superior 
class  of  merchants  distinct  from  and  independent  of  the  class 
of  landed  proprietors  developed  itself  in  Rome.  The  reason 
of  this  surprising  phenomenon  was,  that  the  wholesale 
commerce  of  Latium  was  from  the  beginning  in  the  hands  of 
the  large  landed  proprietors,  an  hypothesis  which  is  not  so 
singular  as  it  seems.  It  was  natural  that  in  a  country 
intersected  by  several  navigable  rivers  the  great  land-owner, 
who  was  paid  by  his  tenants  their  quotas  of  produce  in  kind, 
should  come  at  an  early  period  to  possess  barques,  and  there 
is  evidence  that  such  was  the  case  ;  the  transmarine  traffic 
carried  on  on  personal  account  must  therefore  have  fallen 
into  the  hands  of  the  great  land-holders,  seeing  that  he  alone 
possessed  the  vessels  for  it,  and,  in  his  produce,  the  articles 
for  export.  In  fact,  the  distinction  between  a  landed  and  a 
moneyed  aristocracy  was  unknown  to  the  Romans  of  earlier 
times  ;  the  great  land-holders  were  at  the  same  time  the 
speculators  and  capitalists."  ("History  of  Rome,"  Book  I., 
chap,  xiii.) 

Now,  whether  this  development  was  natural  or  not  (it  was 
certainly  most  unusual  and  different  from  anything  observ- 
able elsewhere)  it  at  anyrate  resulted  in  this  condition  of 
things — that  the  landed  interest  being  supreme  in  early 
Rome,  and  its  members  the  makers  of  its  laws,  they 
undisguisedly  moulded  these  to  serve  their  own  ends,  without 
a  thought  of  judicial  impartiality  as  between  themselves  and 
their  dependents.  In  Koine,  therefore,  the  mercantile 
relation  of  principal  to  agent  was  merely  a  graft  upon  another 
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already  in  existence  and  well  defined — that  of  patrician  to 
client,  or  even  of  master  to  slave.  Small  wonder  than  that 
the  laws  dealing  with  breaches  of  contract  treated  these  from 
the  first  as  something  quite  different  from  any  mere  failure  to 
fulfil  an  undertaking  as  between  a  merchant  and  his  agent. 

Thus  the  Roman  law  of  debt  sprang  from  a  state  of 
slavery.  It  is  not  to  be  wondered  at,  therefore,  that  it 
automatically  tends  to  reproduce  this  state  wherever  it  is 
fully  and  continuously  applied  ;  no  modification  of  its  form 
being  able  to  do  anything  more  than  diminish  its  original 
harshness,  while  in  no  wise  affecting  its  spirit  or  its  tendency. 

The  foregoing  being  the  circumstances  under  which  the 
Roman  law  of  debt  came  into  existence,  let  us  now  consider 
the  practical  result  which  it  not  only  aimed  at  securing,  but 
did  secure,  This,  as  already  stated,  was  the  payment  of 
money  debts,  which  debts  took  the  form  originally  of 
quantities  of  produce,  expressed  in  terms  of  money,  credited 
by  principals  (patricians)  to  agents  (clients  or  slaves)  for  sale 
for  money,  and  subsequently  of  sums  of  money  advanced  by 
Investors  (patricians)  to  merchants  (still  clients  or  slaves)  for 
repayment  with  profit  at  fixed  dates.  The  creditors 
(principals  and  investors)  always  belong  to  one  class,  the 
ruling  one  of  patricians  ;  the  debtors  (agents  and  merchants) 
always  to  another,  the  servile  one  of  clients  or  slaves.  These 
monetary  engagements,  therefore,  were  not  made  between 
legal  equals,  but  between  legal  superiors  and  inferiors,  what 
was  punished  in  case  of  default  being  in  no  way  the  breach 
of  duty,  for  no  element  of  morality  entered  into  the 
transaction,  but  the  withholding  from  the  master  by  his  slave 
of  profits  which,  whether  realised  or  not,  the  Law  allowed  the 
former  to  claim  as  his  property.  The  amount  of  which  profit  he 
could  fix  at  any  sum  he  pleased,  and  did  fix  at  the  particular 
one  set  down  in  the  bond.  Plainly  under  such  conditions  as 
these  the  civilised  motives  we  have  dealt  with  in  the  first  part 
of  this  work  as  determing  the  actions  of  merchants  and  agents 
never  came  into  operation  at  all,  but  were  replaced  by  others 
of  a  purely  "  natural "  and  animal  kind  ;  greed  prompting  the 
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creditor's  demand  for  so  much  profit,  and  fear  of  the  horrible 
penalties  attendant  upon  failure,  the  debtor's  endeavour  to 
fulfil  this  demand.  Of  any  mutual  and  equitable  sharing  of 
risks  and  of  gains  there  never  was  a  thought  upon  either 
side. 

The  Roman  Law  of  debt  therefore  never  had  any  other 
purpose,  nor,  indeed,  pretended  to  have  any  other,  than  to 
give  effect  to  the  creditor's  Natural  desire  "  to  get  without 
giving";  but  this,  from  a  Roman  point  of  view,  was  merely  the 
assertion  of  a  "  Natural  right,"  although  we  now  know  that  it 
involved  the  committing  of  an  economic  crime.  In  fact,  the 
Roman  relation  of  creditor  to  debtor,  even  when  formed  for 
the  purpose  of  carrying  on  commercial  operations,  has  noth- 
ing in  common  with  the  economic  relation  of  merchant  to 
agent ;  but  it  is  absolutely  identical  with  the  economic  re- 
lation of  usurer  to  debtor.  For  the  distinctive  characteristic 
of  Usury  we  know  to  be  acquisition  of  security  and  con- 
sequent avoidance  of  risk  ;  and  the  Roman  Law  gives  to  the 
creditor  not  only  all  the  property  of  the  debtor  and  his 
sureties,  but  in  addition,  the  persons  of  themselves  and  their 
families. 

Economically  considered,  then,  the  Roman  law  of  debt  has 
no  other  purpose  and  no  other  effect  than  to  enforce  the  pay- 
ment of  usury.  The  Usurer  is,  in  fact,  its  most  perfect  pro- 
duct, the  man  whom  it  delights  to  honour,  at  whose  disposal 
it  places  all  its  powers,  and  whom,  if  time  allows,  it  makes 
eventually  supreme  in  the  State,  and  master  of  the  lives  and 
liberties  of  all  its  subjects  ;  for,  as  has  been  already  pointed 
out,  the  individual  need  for  money  constantly  increases  in 
every  progressive  community,  while,  at  the  same  time,  the 
returns  obtainable  by  each  individual  through  its  use  remain 
uncertain  and  fluctuating.  When,  therefore,  the  Law  secures 
to  its  lenders  a  part  which  is  certain  out  of  a  whole  which  is 
uncertain,  thus  throwing  upon  its  borrowers  the  whole  burthen 
of  risk  and  loss,  it  gradually  and  increasingly  transfers  to  the 
former  class  complete  eontrol  over  all  the  instruments  of 
civilisation  capable  of  being  monopolised  through  mono)',  and 
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so  enables  such  tribute  to  be  levied  upon  the  latter  and  all 
other  classes,  for  the  privilege  of  using  these  instruments,  as 
diminishing  competition  amongst  the  monopolists  permits  of. 
But  the  tyranny  thus  created  becomes  increasingly  oppressive, 
for  in  every  direction  it  impedes  or  prohibits  that  free  de- 
velopment in  agriculture,  manufacture,  and  commerce  which 
is  essential  to  the  bare  support  even  of  an  ever- multiplying 
people  ;  while,  at  the  same  time,  it  augments  and  embitters 
the  natural  antagonism  between  rich  and  poor  by  artificially 
separating  their  interests  and  making  more  and  more  striking 
the  contrast  between  their  conditions.  But  since  it  is  power- 
less to  prevent  Nature  making  "  the  households  of  the  poor 
like  a  flock  of  sheep,"  while  limiting  those  of  the  rich  to  an 
occasional  ewe  lamb,  it  only  needs  the  lapse  of  sufficient  time 
to  so  disturb  the  numerical  relation  of  the  hostile  classes  as 
to  ensure  the  ultimate  collapse  in  revolution  of  every  usury- 
ridden  community.  The  inevitable  downfall  of  oligarchies 
being  thus  a  necessary  consequence  of  the  disproportionate 
fecundity  of  the  poor,  small  wonder  that  the  Rev.  Robert 
Malthus's  Law  of  Population,  and  the  "duty"  of  practically 
enforcing  it,  met  with  such  an  enthusiastic  appreciation  by  the 
former  class,  to  whom  the  condemnation  of  such  fecundity 
first  as  a  moral,  next  as  a  social,  and  finally,  it  was  hoped,  as 
a  legal  crime,  was  instinctively  felt  to  provide  such  security 
for  their  present  position  and  privileges  as  was  attainable  in 
no  other  way. 

Now  it  is  not  difficult  to  see  that  the  necessary  consequence, 
as  above  set  forth,  of  applying  Law  upon  Roman  principles 
results  from  the  constitution  of  the  Law  itself ;  for  crime  is 
nothing  but  transgression  of  Law,  it  being  Law  that  con- 
stitutes crime.  "  I  had  not  known  sin  (crime)  except  through 
the  Law,"  says  St.  Paul.  And  what  Roman  Law  does  in  this 
case  is  to  assert  as  its  fundamental  principle  that  failure  to 
realise  certain  named  profits  by  a  borrower  of  money  is  a 
crime  of  the  most  heinous  kind.  Whereas  what  pure  econo- 
mics and  common-sense  assert  is  that  such  failure  is  no  crime 
at  all.     When,  consequently,  such  borrowers  as  fail  to  realise 
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named  profits  are  punished  as  criminals,  and  equivalents  to 
these  profits,  even  though  not  realised,  are  extorted  by  the 
lender,  pure  economics  declare  that  it  is  the  creditor  who 
commits  a  crime,  and  a  most  heinous  one,  and  not  the  debtor. 
We  can  now  realise,  therefore,  that  the  primary  purpose  of 
Roman  Law  was,  economically  considered,  not  to  punish  or 
prevent  crimes,  but  to  facilitate  and  participate  in  their  com- 
mission; the  Law  thus  becoming  the  accomplice  and  tool  of 
criminals.  Necessarily,  then,  the  effect  of  applying  its 
Statutes,  as  of  applying  all  statutes  directed  to  the  same  end, 
is  ultimately  and  automatically  disastrous,  not  economically 
only,  but  morally  as  well. 

This  ends  our  consideration  of  those  religious  and  civil 
systems  which  have  this  one  feature  in  common,  that  the  more 
effectively  their  precepts  are  applied,  the  more  certain  are  the 
resultant  practices  to  arrest  social  development  at  some  parti- 
cular stage  and  ensure  subsequent  disintegration.  There  is 
no  possibility  of  continuous  progress  under  any  one  of  them ; 
no  possibility,  that  is,  of  the  faithful  votaries  of  Fetishism, 
Mohammedanism,  Hinduism,  Buddhism,  Confucianism, 
Hellenism,  or  Romanism,  either  multiplying  indefinitely  or 
rising  continuously  to  higher  levels  of  material  comfort.  For 
each  of  these  systems  involves  such  a  violation  of  economic 
principles  as  must  prove  fatal  at  some  less  or  more  advanced 
stage  of  social  development.  Each,  therefore,  has  its  own 
numerical  limit  beyond  which,  in  any  given  locality,  its  votaries 
cannot  multiply,  while  every  advance  towards  this  limit  calls 
into  action,  with  increasing  severity,  one  or  more  of  those 
checks  upon  population  which  Mr.  Malthus  mistakenly 
aggregated  into  an  implacable,  an  omnipresent,  and  an 
omnipotent  divinity,  instead  of  recognising  them  separately 
for  what  they  are — righteous  punishments  for  the  violation  of 
moral  and  economic  principles  eternally  just  because  eternally 
true. 

Now,  economically  speaking,  it  makes  little  difference 
whether  each  of  these  systems  is  regarded  as  a  sort  of  social 
flower, the  product  of  an  instinct  peculiar  to  man,  which  turns 
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a  sightless  bud  of  desire  towards  a  feebly  felt  sun  of 
"  righteousness,"  or  whether  each  is  taken  to  mark  a  particular 
stage  in  a  retrogression  from,  instead  of  an  advance  towards, 
principles  of  acquisition  originally  just.  For  whichever  view 
is  accepted,  the  only  force  acknowledged  as  propelling,  either 
forwards  or  backwards,  is  Natural  desire  ;  the  adherents  of 
the  former  theory  declaring  this  sufficient  to  account  for  what 
they  maintain  is  "progress,"  while  those  of  the  latter  ascribe 
to  it  what  they  insist  upon  is  "  degeneration."  As  yet,  how- 
ever, we  are  not  required  to  come  to  any  decision  respecting 
this  fundamental  difference,  only  to  recognise  as  a  fact  that, 
whether  the  Natural  desire  "  to  get  without  giving"  be  or  be 
not  capable  of  transforming  itself  into  the  civilised  desire  "  to 
get  only  by  giving,"  it  lias  not  done  so  in  any  of  the  religions 
already  considered. 

For,  in  respect  to  Natural  desire,  Fetishism  seeks  to  stimu- 
late, Mohammedanism  to  modify,  Hinduism  to  stereotype, 
Buddhism  to  uproot,  Confucianism  to  direct,  Hellenism  to 
divert,  and  Romanism  to  legalise  it.  Not  one  of  these  systems 
recognises  the  absolute  necessity  of  transforming  without 
eradicting  it.  For  Mohammedanism,  which  approaches  near- 
est to  this  truth,  through  its  insistence  upon  alms,  and  the 
justice,  moderation,  and  wisdom  of  many  of  its  precepts,  is 
yet  permanently  deflected  from  it  (1)  by  its  indifference  to 
peace,  (2)  by  its  acceptance  of  slavery,  and  (3)  by  its  contempt 
for  science. 

Concerning  themselves,  then,  as  the  foregoing  religions  do 
with  purely  natural  motives,  it  is  just  possible  to  conceive  of 
them  as  the  exclusive  products  of  purely  natural  desires,  though 
whether  such  conception  has  any  justification,  scientific  or 
historical,  is  another  matter.  But  it  is  quite  impossible  to 
conceive  of  a  religion  which  has  to  do  only  with  non-natural 
motives  as  an  exclusive  product  of  purely  natural  desire. 
When,  therefore,  we  meet  with  such  a  religion,  the  economic 
purpose  of  which  is  to  train  its  votaries  "  to  get  by  giving,"  to 
abstain  from  any  desire  even  "  to  get  without  it,"  and  when 
such  religion,  in  the  fulness  of  time,  reveals  its  economic  soul 


The   Transforming  Forces — Religion  429 

to  be  a  desire  "  to  give  without  getting,"  then  we  realise  that  we 
have  left  natural  desire  as  a  motive  force  wholly  behind  us,  and 
come  into  contact  with  another  and  wholly  non-natural  force, 
proceeding  from  a  source  which  can  have  nothing  natural  about 
it,  since  it  is  directly  opposed,  both  as  to  means  and  end,  to 
the  only  natural  force  of  which  man  has  any  cognisance. 
Such  a  religion  as  this  last  we  discover  in  the  two  final  names 
upon  our  list,  Hebraism  and  Christianity,  for,  economically 
considered,  these  are  not  two  religions,  but  one.  The  sole 
economic  purpose  of  the  former  being  to  prevent  that  "  getting 
without  giving"  amongst  all  Hebrews,  which,  as  economic 
theft,  we  now  know  to  be  the  one  great  obstacle  to  continuous 
civilised  progress,  by  requiring  such  voluntary  "  giving  without 
getting"  to  some  Jews  (the  priesthood)  as  is  an  indispensable 
process  of  economic  education  ;  while  the  sole  economic 
purpose  of  the  latter  is  to  extend  this  indispensable  educa- 
tional process,  not  from  Hebrew  priests  to  Hebrew  people 
only,  but  from  Hebrew  people  to  all  the  peoples  of  all  the 
world.  The  Christianity  of  Christ  being  true  Hebraism  per- 
fectly realised  and  inimitably  extended,  and  the  promise 
made  to  Abraham  thus  fulfilled  that  "in  his  seed  should  all 
nations  of  the  earth  be  blessed." 


CHAPTER  V 

THE   TRANSFORMING   FORCES — HEBRAISM 

NOT  one  of  the  religions  that  we  have  so  far  considered 
requires  the  performance  of  such  practices,  even  in  respect  to 
its  own  adherents,  as  would  enable  them  to  multiply  in- 
definitely while  progressing  materially.  In  other  words,  the 
level  of  moral  truth  attained  by  their  precepts  falls  so  far 
short  of  those  economic  practices  essential  to  arrive  at  this 
result,  in  most  cases  so  very  far  short  of  them,  that  the 
possible  progress  that  can  be  made  in  civilisation  under  even 
the  most  advanced  of  these  religions  is  still  confined  within 
very  definite  numerical  limits. 

Now,  according  to  the  scientific  (so-called)  conceptions  of 
the  day,  each  of  these  religions  marks  a  stage  in  human 
evolution  from  some  lower  condition,  ideas  growing  morally 
purer  and  practices  more  truly  economic,  with  the  mere 
passage  of  time.  All,  therefore,  are  supposed  to  be  advanc- 
ing along  the  same  road  and  in  the  same  direction,  but  as 
they  move  at  different  rates  of  speed  and  have  been  journey- 
ing for  various  periods,  they  are  now  found  at  very  different 
distances  from  their  supposed  common  starting-point  of 
animal  savagery. 

That  this  evolutionary  idea  is  wholly  foreign  to  the 
religions  themselves  ;  that  it  finds  no  support  in  any  suc- 
cessive development  of  one  religion  from  another ;  that  it 
requires  evidences  of  continuous  improvement  in  moral 
conceptions  and  economic  practices,  when  instead  there  are 
only  forthcoming — one  line  of  development  alone  excepted — 
proofs  of  universal  degeneracy  ;  all  these  things  are  matters 
of  supreme  indifference  to  the  omniscient   modern   intellect. 
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"  Evolution  "  is  the  "  scientific  "  order  of  the  day,  so  evolution 
there  needs  must  be. 

Measured    by   economic    standards,   this    theory   of   moral 
development  stands  absolutely  discredited  ;  for  the  Economist, 
in  his  survey  of  the  world  "  from  China  to  Peru,"  finds  every- 
where— one    type   of  civilisation   excepted — signs   of  a   past 
economic  condition  superior  to  the  present  one;  of  thousands, 
perhaps   millions,   having   lived    in   comfort  where    hundreds 
can  now  obtain  bare  subsistence  ;  of  the  intelligent  discharge 
of  their  economic  functions  by  ancient  governments  where 
present    ones    are    ignorant    even    of  their    existence ;    of  a 
universal  acquaintance  with  true  economic  principles  which 
require  now  to  be  rediscovered  and  reaccepted.      In  fact,  the 
economic  student  who  seeks  to  construct  true  principles  from 
right  practices  must  look  for  the  latter  not  amidst  the  most 
modern    forms   of  civilisation,  but  amidst  the  most  ancient. 
He    must    accept    as    his    teachers    the    prophets    of    Israel, 
the   hieroglyphics    of   Egypt,  the  sayings    of  Confucius  and 
Mencius,  the  Vedic  books  of  India,  and  not  the  writings  of 
Adam  Smith,  of  Ricardo,  and  of  Mill.     The  deeper  he  dives 
into  the  past  the  stronger  the  evidences  grow  that  economic 
principles  of  a   nature   much   truer  than   anything   moderns 
know  of  were  once  the  common  possession  of  all  the  great 
nations  of  old.     Rut  as  the  spiritual  or  non-natural  factor  in 
their    religions  were    ousted    by  growth  in    the    material    or 
natural   factor,  there  was  transferred   to  their   purely  animal 
desires  an  increasing  control  over  all  their  actions.     Neces- 
sarily,   the    result    of  this    moral    degeneracy    was   that    the 
practice  of  true  economic  principles  gradually  ceased,  and,  as 
their  practice  ceased,  knowledge  of  the  principles  themselves 
disappeared,  until  finally  each  individual  or  community  re- 
mained dependent  for  direction  as  to  conduct  upon  nothing 
but  natural   or  animal   desire,  acting  under  the  guidance  of 
human    reason.       This    particular  form  of  psychical  govern- 
ment attained,  as  we  have  learnt,  to  its  greatest  perfection 
under  the  Romans  ;  to  such  perfection,  indeed,  that  no  people 
or  nation  adopting  the  same  principles  in  action  but   must 
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follow  less  or  more  exactly  in  their  footsteps,  for  to  all  time 
Roman  Law  must  remain  the  supreme  type  of  what  natural 
desire  can  accomplish  in  the  way  of  social  organisation 
under  guidance  of  the  most  powerful,  practical,  and  logical  of 
intellects. 

Necessarily,  the  process  just  described  is,  in  respect  to 
economic  practices,  one  of  degeneracy  and  not  of  evolution, 
if  we  give  to  this  latter  term  its  common  meaning  of  advance- 
ment, improvement,  progress  towards  something  superior, 
while  in  respect  to  economic  principles  it  is  one  of  oblivion. 
But  both  the  degeneracy  and  the  oblivion  are  practically 
inevitable  if  the  existence  in  man's  nature  of  two  opposing 
forces,  the  natural  and  the  non-natural,  be  acknowledged  ; 
for  in  this  case  the  disappearance  of  one  force  must  neces- 
sarily leave  the  other  in  sole  command,  to  make  the  best  of 
the  situation  it  can,  while  with  the  disappearance  of  one 
force,  the  forgetfulness  of  the  principles  upon  which  it  acted 
was  inevitable.  That  degeneracy  in  respect  to  practices 
should  go  on  uninterruptedly,  while  remembrance  in  respect  to 
principles  should  not  merely  remain,  but  be  repeatedly 
revived  and  constantly  gloried  in,  this  was  a  wholly  excep- 
tional, indeed  an  unnatural  phenomenon.  Yet  this  is  exactly 
what  did  happen  in  the  case  of  the  Jews,  amongst  whom  was 
preserved  in  marvellous  purity  the  eventually  exclusive 
knowledge  of  those  true  economic  principles  which  primi- 
tively must  have  been  the  common  property  of  all  mankind. 

That  those  amongst  whom  was  preserved  this  unique 
knowledge  of  principles,  and  who  gloried  in  the  knowledge, 
should,  in  respect  to  practices,  have  degenerated  equally  with 
the  nations  not  so  favoured,  and  in  spite  of  incessant  efforts 
made  to  prevent  this  degeneracy,  proves  how  irresistible  is  the 
force  of  Natural  desire  unless  opposed  by  some  extraordinarily 
powerful  Non-natural  force  of  an  exactly  contrary  tendency. 
For  what  human  reason  did  for  the  Jews  was  in  no  sort  to 
make  the  natural  desires  which  they  shared  with  all  mankind 
obedient  to  the  peculiar  laws  possessed  by  themselves  alone, 
but  solely  by   a   constant  deposit   of  "  interpretations  "   and 
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"  traditions,"  to  make  these  peculiar  laws  appear  to  sanction 
their  natural  and  universal  desires.  For  though  obeying  the 
letter  of  the  emphatic  injunction  laid  upon  them  by  Moses, 
that  they  should  not  add  to  or  take  from  the  ordinances  and 
statutes  delivered  to  them  by  him,  they  completely  and  freely 
disobeyed  its  spirit.  They  made  no  new  laws,  certainly,  nor 
abandoned  any  that  Moses  had  given  them.  Nor  through  the 
long  course  of  their  history  did  they  develop  any  distinctively 
legislative  machinery.  But  through  their  "  Doctors,"  learned 
in  the  Law,  and  their  Rabbinical  schools,  they  effectually 
remoulded  each  Law  by  "  interpretations  "  into  conformity 
with  the  current  desires  of  the  time,  and  they  accumulated  a 
body  of  "  traditions  "  to  which  custom  gave  the  force  of  Law, 
and  which  in  practice  superseded  it.  Thus  the  decisions  of 
Jewish  judges,  when  "interpreting"  Mosaic  Law  or  giving 
effect  to  Rabbinical  traditions,  had  come  at  the  time  of  our 
Lord  into  close  practical  agreement  over  large  departments 
of  economics,  with  the  letter  of  Roman  Law.  So  much  so 
that  the  contemporaneous  administration  of  these  two 
primitively  antagonistic  systems  produced  no  violent  or 
conflicting  results  ;  the  constant  insubordination  of  the 
Jewish  people  under  Roman  rule  being  nowhere  ascribed  to 
a  revolt  from  alien  laws,  but  only  to  the  abhorred  supremacy 
of  an  idolatrous  over  a  non-idolatrous  people,  and  the 
exaction  of  tribute  as  a  hateful  and  visible  proof  of  this 
supremacy. 

It  is  thus  evident  that  the  mere  knowledge  of  true  principles 
affords  not  the  slightest  guarantee  for,  or  even  assistance 
towards,  the  performance  of  just  practices;  that,  on  the 
contrary,  all  the  powers  of  human  reason  are  at  the  disposal 
of,  and  obedient  to,  natural  desires,  to  give  effect  to  them, 
openly  where  no  true  principles  are  known,  subtly  and  secretly 
where,  being  known  and  accepted,  they  have  to  be  evaded  and 
violated. 

Since,  however,  it  is  to  the  exclusive  operations  of  human 

reason    that    Evolutionists    ascribe  the   "development"   they 

everywhere  discover,  they  are   forced   to  minimise  the  know- 
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ledge  of  truth  possessed  in  the  past,  and  reject  as  a  fable  the 
exclusive  preservation  of  such  knowledge  in  the  line  of  a 
particular  race.  The  Hebrew  Scriptures  consequently  are 
"  proved  "  to  be  as  full  of  error  and  false  principles  as  any 
other  product  of  the  human  intellect,  and  the  source  of  their 
inspiration  a  mere  local  and  tribal  God. 

Some  faint  acquaintance  with  what  economic  truth  is,  with 
the  only  scientific  principles  upon  which  human  societies  can 
freely  and  indefinitely  develop,  and  which  therefore  must  be 
inculcated  in  the  precepts  of  a  true  religion,  with  the  extent 
to  which  these  principles  are  present  in  the  Hebrew  Scriptures 
and  absent  from  every  other  religious  code,  would  have 
better  qualified  these  gentlemen  for  the  task  they  have 
undertaken. 

How  little  weight  now  attaches  to  their  opinions,  how 
profound  their  ignorance  of  the  essentials  of  religion,  may  be 
realised  by  comparing  the  latest  of  these  religious  develop- 
ments, the  Koran,  which  therefore  should  be  the  purest  and 
most  complete,  the  Book  of  Mormon  perhaps  excepted,  with 
the  oldest  of  sacred  books,  the  Hebrew  Scriptures,  which 
never  claims  to  reveal  anything  new,  but  only  to  insist  upon 
and  emphasise  principles  long  since  known.  Whatever  is 
true  in  the  Koran,  and  there  is  an  immense  amount  of  truth 
in  it,  is  also  found  in  the  Old  Testament,  and  necessarily,  be- 
cause it  was  borrowed  from  the  latter.  Whatever  is  false  was 
added  by  Mohammed  himself.  Remove  from  the  Koran  all 
that  it  owes  to,  and  has  in  common  with,  the  Old  Testament, 
and  nothing  broadly  remains  but  sanctions  for  sensuality, 
slavery,  and  fanaticism,  three  factors  which  absolutely  prohibit 
social  development  beyond  a  certain  and  not  very  advanced 
state.  And  yet  these  Koranic  falsities  have  equal  validity 
with  Koranic  truth,  for  both  have  the  personal  sanction  of  the 
Prophet,  and  are  not  subsequent  or  "  traditional  "  additions. 
Contrast  this  commingling  of  false  with  true  with  that  all- 
embracing  yet  gloriously  simple  code  of  the  Ten  Command- 
ments, not  one  of  which  has  been  abrogated  or  nullified  by 
any  subsequent  deliverance,  nor  the  need  for  their  observance 
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diminished  by  any  of  the  many  revolutions  that  have  since 
taken  place  in  the  forms  of  human  societies,  or  the  vast 
conquests  that  have  been  effected  in  the  fields  of  human 
knowledge. 

But  this  permanence  and  universality  of  the  Hebrew  code 
as  compared  with  the  impermanence  and  "  parochialism  "  of 
every  other  legal  system  is  entirely  due  to  one  simple  fact. 
Hebrew  Law  is  essentially  criminal  as  opposed  to  Civil  Law, 
its  whole  purpose  being  to  protect  men  from  injury  and  to 
keep  them  free.  "  Thou  shalt  do  no  injury  to  thy  neighbour 
by  deed  or  word  "  is  the  keynote  of  its  simple  provisions — 
injury  to  a  neighbour  resulting  from  every  act  which 
endangers  his  life,  diminishes  his  property,  reduces  his  credit 
or  curtails  his  freedom.  Nowhere  does  it  penalise  the  not 
doing  of  acts  that,  if  done,  would  benefit  him,  which  is  the 
main  purpose  of  Civil  Law.  Not  that  Moses  and  the  Prophets 
ignored  the  need  for  these  acts.  On  the  contrary,  every  page 
almost  of  the  Old  Testament  exhorts  to  their  performance  or 
condemns  their  neglect.  But  nowhere  are  judges  empowered 
to  inflict  punishment  for  their  non-performance,  such  punish- 
ment being  left  to  the  sure  though  deferred  jurisdiction  of 
Time,  because  while  its  decisions  will  certainly  remain  just 
and  therefore  beneficial,  those  of  human  judges  will  as 
certainly  become  unjust,  and  therefore  injurious. 

Out  of  the  Ten  Commandments  two  are  specifically 
economic:  "Thou  shalt  not  steal,"  "  Thou  shalt  not  covet," 
i.e.,  desire  unlawfully.  Yet  short  and  simple  as  these  are, 
there  is  contained  in  them  all  past,  present,  and  future 
economic  truths.  Nothing  can  be  added  to  them  in  the  way 
of  principle,  only  constantly  more  effective  application  made 
in  the  way  of  practice.  Where  are  the  signs  in  such  a  code 
as  this  of  "  development,"  or  what  evidence  does  it  afford  in 
its  construction  of  the  limited  capacities  of  a  "tribal  God  "? 

But  that  the  Hebrew  Revelation,  although  economically 
sufficient  for  all  men  if  practised  by  them,  was,  although  com- 
plete in  itself,  provisional  only  and  not  final,  is  proved  by  its 
'.;rcat  dual  limitations. 
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(1)  The  practical  observance  of  its  precepts  was  limited  to 
one  family  of  mankind,  and  in  that  family,  in  some  vital 
respect,  expressly  to  its  own  members.  (2)  The  intermittent 
activities  of  reverence,  gratitude,  and  experience,  the  forces 
relied  on  to  secure  such  observance,  were  all  too  weak  to 
resist  the  continuously  urgent  impulses  of  natural  desire. 

Even  had  the  Jews  then  been  able,  instead  of  being,  as  they 
were,  unable,  to  practise  among  themselves  their  own  economic 
principles,  they  could  not  have  risen  above  a  limited  level  of 
civilisation.  For  after  a  certain  stage  of  economic  develop- 
ment has  been  reached,  no  nation  can  progress  indefinitely 
except  through  free  intercourse  with  its  neighbours,  and  free 
intercourse  with  neighbouring  nations  is  impossible  except 
upon  true  economic  principles,  the  international  observance 
of  which  was  not  required  from  the  Jews.  Although  perfectly 
adapted,  then,  for  segregating  the  Jews  from  all  other  peoples, 
this  limitation  upon  the  practice  of  true  principles  effectively 
forbade  any  unlimited  national  development,  for  such  wide- 
spread dominion  over  other  nations  as  might  otherwise  have 
permitted  of  it  was  never  included  in  the  promises  made  to 
them. 

Thus  it  came  that  while  no  nation  but  the  Jews  retained 
any  knowledge   of   the   primeval   economic    principles    upon 
which  alone   it  is   possible  for   nations    to   continuously  and 
prosperously  develop,  they   were    neither   required    to   apply 
these    principles    in    their    dealings    with    other    nations    nor 
enabled    to    do    so    in    their    dealings    amongst    themselves. 
Necessarily,   then,  the  economic  principles  of  Hebrew  Law 
remained   inert   or   dead    principles,  neither  attracting  other 
nations  by  evidences  of  Hebrew  power  and  prosperity,  nor 
benefiting  themselves,  owing  to   their  inability  to  resist  the 
opposing  influences  of  natural  desire.     All  that  they  did  was 
to  stamp   as  hypocritical  "  sins "  the  economic   crimes  com- 
mitted by  Jews,  which,  committed  by  Gentiles,  were  merely 
lawful  expressions  of  natural  desire. 

While    no    Gentile    nation,   then,   could    possibly   progress 
continuously  because   ignorant   of  true   economic   principles, 
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neither  could  the  Jewish  people,  because  powerless  to  put 
their  principles  into  practice.  The  economic  salvation,  there- 
fore, of  both  Jew  and  Gentile  depended  upon  the  advent  of 
two  conditions  : 

(1)  That  the  obligations  of  Hebrew  Law,  and  therefore  the 
practice  of  Hebrew  economics,  should  become  incumbent 
upon  all  men,  and  not  upon  Jews  alone. 

(2)  That  some  supremely  powerful  non  -  natural  force 
should  so  assist  the  natural  forces  of  reverence,  gratitude, 
and  experience  as  to  enable  all  availing  themselves  of  its  aid 
to  increasingly  transform  their  natural  desire  "  to  get  without 
giving"  into  the  civilised  desire  "to  get  only  by  means  of 
giving."  Since  only  by  the  assistance  of  such  a  force  could 
Gentile  nations  succeed  where  the  Jews  had  signally  failed, 
and  so,  by  obeying  the  laws  delivered  to  the  latter,  put  into 
practice  the  only  true  economic  principles  known  to  man. 

It  was  just  these  two  conditions  that  were  realised  by 
Christ,  who  swept  away  all  limitations  to  the  obligatory 
practice  of  Hebrew  economics,  and  provided  a  new  and  non- 
natural  power,  strong  enough  to  enable  Christians  to  fulfil 
the  obligations  thus  made  universal. 


CHAPTER     VI 

THE   TRANSFORMING   FORCES— CHRISTIANITY 

OBEDIENT  to   the    pseudo  -  Science  of  the   day,   there   is   a 
growing  tendency  even  among  Christians  to  depreciate  the 
Old  Testament  as  an  obsolete  code  superseded  by  the  later 
and,   as    it    is    held,   quite    different    revelation    of  the   New 
Testament.     From  an  economic  stand-point  no  greater  error 
could   be   committed,   and    to    so    regard    the   two   Books   is 
to   remain   blind   to   the   most   important   lessons   taught  by 
both.     Christ  Himself  wholly  repudiated  this  idea,  expressly 
declaring,  in  answer  evidently  to  some  contemporary  sugges- 
tion of  the  same  kind,  "  Think  not  that  I  come  to  destroy  the 
Law  and  the  Prophets  ;  I  come  not  to  destroy,  but  to  fulfil." 
Scientifically,  in  fact,  He  added  no  new  economic  principle 
to  those  laid  down  in  the  Old  Testament,  a  full  knowledge 
and  acceptance  of  which  He  always  assumed  on  the  part  of 
His  hearers.     Indeed,  were  all  references  to  the  Old  Testa- 
ment   eliminated    from    the    New,    and    the    former   lost   or 
forgotten,   it    would    be   found    impossible    to    construct   an 
economic  system  from  the  precepts  of  the  latter  alone,  much 
less  a  code  of  civilised  law.     The  two  books  must  be  taken 
together.     What  the  New  Testament  does  is  to  supply  a  new 
spirit  of  interpretation  and  practice,  but  always  of  the  old 
letter,    with    the    administration    of    which,    by    constituted 
authority,  Christ  positively  refused   to   interfere,  as  witness 
the  case  of  the  young  man  and  the  inheritance.     His  mission 
was  in  no  way  to  punish  breaches  of  the  law,  but  to  show  by 
example  and  precept  how  alone   men   could   avoid   making 
them.     To   ensure   this    result,    He   set   up   in   the   Gospel   a 
standard   of   perfection   for   Christians    far  higher    than    any 
required  by  the   Law  from   the   Jews.     "  If  thou  wilt   enter 
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into  life,"  He  said  to  the  rich  young  man,  "  keep  the  com- 
mandments," But  "  if  thou  wilt  be  perfect,  go  and  sell  that 
thou  hast  and  give  to  the  poor,  and  thou  shalt  have  treasure 
in  heaven  ;  and  come  and  follow  me."  But  this  summons 
"  to  give  without  getting  "  was  not  made  a  universal  law  like 
"  Thou  shalt  not  steal,"  it  was  a  personal  call,  which  at  once 
placed  perfection  in  conduct  high  above  that  careful  discharge 
of  duty  in  which  it  had  hitherto  consisted,  requiring  instead  a 
surrender  of  self  in  the  service  of  others  far  beyond  any  legal 
obligation.  No  ground  was  thus  left  for  the  sanctimonious 
satisfaction  of  the  Pharisee  at  the  mere  fulfilment  of  the  Law, 
however  painstaking  and  exact.  Such  fulfilment  was  hence- 
forth stripped  of  all  merit.  "  If  you  love  them  which  love 
you,  what  thank  have  ye?  If  ye  lend  to  them  of  whom  ye 
hope  to  receive,  what  thank  have  ye  ?  "  Ye  cannot  do  less  than 
this  and  keep  the  Law.  To  be  perfect,  ye  must  "  love  your 
enemies,  and  do  good  and  lend,  hoping  for  nothing  again." 
Ye  must,  that  is,  "  give  without  getting,"  and  not  merely,  as 
the  Law  requires,  "  not  get  without  giving."  Thus  to  prevent 
men  falling  short  of  the  mark  set  up  by  the  Law,  Christ 
required  them  to  aim  high  above,  and  strive  to  shoot  far 
beyond  it.  The  Law's  standard  of  conduct  was  henceforth 
made  the  minimum  accepted  as  non-criminal,  instead  of 
being,  as  hitherto,  the  maximum  expected  as  possible.  But 
this  elevation  of  standard  in  no  way  abrogated  the  Law,  it 
only  caused  that  to  be  regarded  as  commonplace  and  matter- 
of-course  amongst  Christians  which  so  far  had  been  quite 
exceptional  amongst  Jews.  Indeed,  the  requirements  of 
Christ  lie  quite  outside  the  purview  of  all  Law,  and  of  all 
charged  with  its  administration,  being  wliolly  incapable  of 
enforcement  by  any  human  agency.  They  must  be  obeyed 
voluntarily  or  they  will  not  be  obeyed  at  all.  Their  observ- 
ance or  non-observance  is  a  question  which  each  individual 
mu^t  decide  for  himself,  since  no  power  rests  in  the  State  or 
in  any  human  authority  to  compel  men  to  do  more  than 
justice  requires,  compulsion  pushed  beyond  this  point 
becoming   injustice.     But  the  requirements  of  Christ  go  far 
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beyond  the  utmost  requirements  of  justice,  though  never  in 
opposition  to  them.  So  that  while  every  Christian  is  bound 
to  obey  the  law,  and  is  subject,  therefore,  to  its  penalties  for 
disobedience,  no  man  can  be  truly  a  Christian  who  confines 
himself  to  bare  obedience. 

Nor,  indeed,  is  bare  obedience  to  the  Law  sufficient  to 
ensure  the  continuous  progress  in  civilisation  of  any  state. 
It  is  not  enough  that  all  citizens  shall  abstain  from  acts  which 
injure  their  neighbours.  More  and  more  is  it  essential  that 
increasing  numbers  shall  do  acts  to  benefit  them.  But  this 
no  Law  can  enforce,  since,  as  already  stated,  compulsion 
pushed  beyond  the  limit  of  what  justice  requires  becomes  in- 
justice ;  so  that  beyond  the  comparatively  narrow  limits  of 
what  justice  requires,  the  Law  is  not  merely  powerless  for 
good  but  powerful  for  evil,  and  yet  it  is  only  by  expanding 
far  beyond  these  limits  that  States  can  indefinitely  progress. 
But  over  the  boundless  regions  which  everywhere  stretch 
outside  these  limits,  and,  therefore,  for  ever  beyond  the  juris- 
diction of  Law,  Christ  reigns  supreme  and  alone.  An  essential 
condition,  consequently,  of  progress  in  every  state  is  that  a 
larger  and  larger  proportion  of  its  citizens  shall  voluntarily 
benefit  others  in  obedience  to  the  precepts  of  Christ,  and  only  a 
smaller  and  smaller  proportion  require  to  be  forcibly  restrained 
from  injuring  others  by  fear  of  the  penalties  of  the  Law. 
Christ  thus  becomes  the  sole  type  of  the  perfect  citizen  as 
fitted  for  the  perfect  state,  and  all  economic  progress  must 
result  from  a  nearer  approach  amongst  large  numbers  to  the 
type  of  citizenship  which  he  created  and  realised,  as  distin- 
guished from,  and  contrasted  with  that  of  every  other  type 
not  merely  realised,  but  conceived  of,  by  man.  So  far,  how- 
ever, from  the  Law  being  able  to  multiply  citizens  of  this 
type,  or  of  even  assisting  towards  their  multiplication,  every 
attempt  to  use  it  for  this  purpose  only  produces  a  contrary 
effect,  by  facilitating,  however  unintentionally,  the  multiplica- 
tion of  citizens  of  an  exactly  opposite  type.  Of  this  tendency, 
Roman  Law  and  Jewish  traditions  furnish  the  most  con- 
spicuous and  startling  proofs.     For  the  type  of  citizen  created 


The   Transforming  Forces — Christianity        441 

by  the  Civil  Law  of  Rome,  and  made  supreme  in  the  State,  is 
the  Money-lender,  or  Usurer,  whose  sole  purpose  in  life  is  "  to 
get  everything  and  give  nothing"  ;  while  the  crowning  work 
of  Jewish  tradition  and  interpretation,  and  that  to  which  it 
steadily  and  irresistibly  led,  was  the  crucifixion  of  the  Christ, 
whose  sole  purpose  in  life  was  "  to  give  everything  and  get 
nothing." 

Thus  the  natural  or  animal  Law  of  Force,  as  methodised  in 
the  Lex  civilis  of  the  Romans,  and  the  revealed  Law  of  God, 
as  degraded  through  interpretation  and  tradition  by  the  Jews, 
though  starting  from  such  opposite  poles  of  intention,  origin, 
and  effect,  converged  at  length  to  perfect  agreement  about  the 
same  act,  the  release  of  the  common  robber  who  lived  only  to 
plunder  his  fellows,  and  the  murder  of  the  Divine  citizen  who 
lived  only  to  bestow  gifts  upon  them. 

But  the  distinctive  and  lofty  type  of  citizenship,  personified 
in  the  world  by  Christ,  is  as  much  above  the  requirements  of 
economic  science  as  it  is  above  those  of  Hebrew  Law.  For 
the  practice  of  pure  Economics  does  but  require  that  men 
shall  abstain  from  "  getting  without  giving,"  which  is  theft, 
by  always  "  giving  when  getting,"  which  is  exchange.  It 
does  not  require  that  men  shall  "  give  without  getting,"  which 
is  charity.  Thus  the  precepts  of  Christ  move  far  ahead  of  the 
principles  of  economics,  though  always  in  the  direction  which 
these  must  pursue.  So  far  ahead,  indeed,  as  to  pass  beyond 
the  range  of  economic  vision,  if  this  be  restricted  to  "theories" 
and  "  principles  "  alone,  and  the  application  of  these  to  practice 
and  the  means  essential  to  secure  this,  be  wholly  disregarded. 
Hut  as  the  writer  deems  economic  theories  valueless,  except  in 
so  far  as  they  can  be  applied  with  benefit  to  the  appliers,  he 
is  forced  to  take  note  of  the  one  and  only  means  that  he  can 
discover  for  ensuring  this  result ;  for  in  the  three  lines  of 
conduct  above  defined,  the  natural  or  animal,  the  legal  or 
economic, and  the  Christian, we  have  seen  that  where  the  Middle 
line,  which  is  that  of  Hebrew  Law  and  of  pure  economics, 
by  which  theft  is  just  avoided,  is  made  the  maximum  aimed 
at   in    practice  by  good    men,  the   vast   majority  of  the   com- 
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munity  necessarily  and  inevitably  fall  far  below  this  level,  to 
that  of  the  natural  or  animal  practice  of  theft  in  some  form. 
While  since  it  is  the  desires  and  practices  of  the  majority  that 
shape  the  moral  standards  of  the  moment,  the  Law,  as  mis- 
interpreted by  contemporary  Reason  and  Economics,  as  mis- 
constructed  by  it,  are  forced  to  sanction  all  such  moral  and 
economic  crimes  as  the  majority  desires  to,  and  habitually 
does,  commit. 

We  may  thus  realise  that  Christian  practices,  the  products 
of  Christian  precepts,  are  quite  incapable  of  enforcement  by 
civil  magistrates,  although  increasingly  essential  to  the  con- 
tinuance of  civilised  progress.  By  no  possibility,  therefore, 
can  there  be  such  things  as  "  Christian  Laws."  Laws  there 
may  be  of  many  kinds,  though  all  may  be  referred  to  one  of 
three  categories  :  (i)  The  Hebraic  ;  (2)  the  Roman  ;  (3)  the 
Composite. 

Hebraic  Laws  being  such  as  restrict  punishment  to  all  who 
injure,  or  try  to  injure,  others  in  body,  estate,  or  mind.  Roman 
Laws  being  such  as  extend  punishment  to  all  who  engage,  but 
fail  to  benefit  others  in  estate.  Composite  Laws  being  such 
as  make  an  unscientific  jumble  of  these  two.  Thus  all  laws 
which  punish  those  who  injure  others  are  not  Christian,  but 
Hebraic  ;  while  all  laws  which  punish  those  who  engage,  but 
fail  to  benefit  others,  are  not  Christian,  but  Roman.  For  the 
passing  of  laws  belonging  to  any  of  these  categories  by 
Christian  legislators  does  not  make  them  Christian  laws. 
Were  Christian  laws  a  possibility,  there  would  be  no  further 
need  for  Christ.  His  work  would  have  been  completed  by  a 
delivery  of  the  Sermon  on  the  Mount.  But  Christian  laws 
being  an  impossibility,  and  yet  Christian  practices  a  necessity 
there  can  be  no  multiplication  of  these  latter  except  through 
the  presence  and  influence  of  their  Author.  Men  may  reject 
Christ  at  their  pleasure  and  yet  violate  no  Hebraic  law  or 
economic  principle,  but  when  doing  so  they  cease  to 
be  contributories  to  civilised  progress,  and  become  instead 
elements  of  economic  retrogression  and  decay.  Nor  need  they 
set    against  their  influence  in    this  latter  direction   any  dis- 
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coveries  they  may  have  effected  in  Science  ;  for  these  would 
certainly  have  been  made  by  others  if  not  by  themselves. 
While  to  just  such  extent  as  they  curtail  the  moral  sove- 
reignty of  Christ  in  the  present  do  they  narrow  the  field  of 
Scientific  discovery  in  the  future  ;  for  Science  withers  as 
Christianity  disappears. 

If,  then,  these  conclusions  be  correct,  the  principles  of 
pure  economics  can  obtain  that  constantly  more  effective 
application  essential  to  continuous  progress  in  civilisation, 
only  through  (1)  a  formal  and  general  acceptance  of  the 
precepts  of  Christ,  (2)  a  clearer  perception  of  what  these 
precepts  require,  and  (3)  more  complete  effect  being  volun- 
tarily given  to  them  by  increasing  numbers  of  individuals. 
The  leaven  of  Christianity,  that  is,  must  more  effectually 
leaven  the  whole  lump  of  whatever  community  or  nation 
would  constantly  rise  to  higher  stages  of  civilisation,  and  not 
stop  short  at  and,  after  a  time,  recede  from,  whatever  stage 
they  may  have  already  reached.  No  excuse,  therefore,  is 
needed  by  the  practical  economist  to  justify  his  insistence 
upon  the  superlative,  the  vital  importance  of  true  Christianity 
to  economics  and  the  State,  seeing  that  through  no  other 
religion  and  by  no  other  means  is  it  possible  for  the  principles 
of  his  Science  to  obtain  that  constantly  freer  and  wider 
application .  without  which  there  can  be  no  continuous  civilised 
development. 

We  have  thus  learnt  that  the  acceptance  of  Christian 
precepts,  which  requires  Christians  in  every  relation  of  life  to 
exceed  the  requirements  of  the  Hebrew  Law  and  of  economic 
science,  are  not  merely  favourable  but  indispensable  to  the 
progressive  reduction  of  these  principles  to  practice.  While 
Christianity  alone  of  all  the  religions  we  have  considered  sets 
no  limit  to  such  reduction,  since  its  requirements  in  respect 
to  giving  go  far  ahead  of  those  demanded  by  economic 
Science,  whereas  those  of  all  other  religions  fall  far  short  of 
these  demands.  As  a  result,  then,  of  our  applying  an 
economic  test  to  the  various  religions  of  the  world,  Christian- 
ity proves  to  be  the  only  one  which  not  merely  permits  of  but 
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makes  possible  the  unlimited  economic  development  of  the 
human  race. 

It  remains  now  to  test  the  truth  of  the  economic  principles 
here  laid  down  by  their  agreement  with,  or  divergence  from, 
the  precepts  of  Christianity.  Such  agreement,  if  it  exists, 
being  the  sole  and  only  test  of  the  practical  validity  of  the 
principles  themselves. 


CHAPTER  VII 

THE   TRUTH   OF   PURE    ECONOMICS   AS   TESTED    BY   HEBREW 
AND   CHRISTIAN    PRECEPTS 

The  Christian  student  of  orthodox  Economics  is  soon 
confronted  by  the  necessity  of  choosing  between  the 
principles  of  his  Science  and  the  precepts  of  his  religion. 
Both  cannot  be  true,  for  each  is  in  open  conflict  with  the 
other.  Accordingly,  three  courses  have  been  open  to  him : 
(i)  To  reject  the  principles  of  orthodox  Economics  as 
condemned  by  the  precepts  of  Christianity.  (2)  To  reject 
the  precepts  of  Christianity  as  disproved  by  the  principles  of 
orthodox  Economics.  (3)  To  accept  the  principles  of  the 
former  and  the  precepts  of  the  latter  as  being  equally  true  in 
their  respective  but  quite  independent  spheres. 

To  adopt  the  first  course  has  been  very  difficult,  until  lately, 
for  any  man  claiming  the  free  use  of  his  intellect  ;  for 
orthodox  economics  had,  and  still  has,  the  support  of  such 
an  overwhelming  majority  of  thinking  men  as  to  make  its 
rejection  by  any  individual  who  could  give  no  intellectual 
reason  for  his  action  appear  the  outcome  of  mere  fanatical 
ignorance.  To  adopt  the  second  course  has  coincided  so 
much  more  with  the  drift  of  nineteenth  century  intellcctualism 
that  we  find  almost  all  leaders  of  economic  thought  to  be 
men  who  have  either  given  up  Christianity  privately  or 
become  its  open  and  declared  opponents.  To  adopt  the 
third  or  middle  course  has  consequently  been  the  compromise 
effected  by  the  vast  majority  of  those  who,  from  habit  or 
conviction,  adhere  to  Christianity,  at  least  superficially,  but 
are  unable  to  reject  intellectually  the  conclusions  of  orthodox 
Economists.  Necessarily,  however,  the-  adoption  of  this  third 
course  by  so  great  a  body  of  what  may  be  called  middle  class 
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minds,  who,  while  not  pretending  to  be  independent  or 
original  thinkers,  at  any  rate  upon  this  special  subject,  yet 
claim  to  make  a  proper  and  constant  use  of  their  reason,  has 
led  to  a  very  general  ousting  of  religion  from  any  recognised 
function  in  practical  life,  and  its  relegation  to  the  part  of  a 
mere  accessory  ;  to  something,  that  is,  which,  while  needed 
to  satisfy  the  emotions  of  those  who  are  emotional,  can  be 
quite  readily  dispensed  with  by  those  who  are  not.  Above 
all,  governments  have  been  profoundly  influenced  by  this 
attitude,  and  consequently  tend  to  more  and  more  disassociate 
themselves  from  any  connection  with  religion,  or  from  showing 
any  preference  for  one  form  over  another,  arguing  that  the 
acceptance  by  individuals  of  any  particular  form  is  a  matter 
of  purely  private  concern,  in  which,  as  having  mainly  ortho- 
dox economic  functions  to  perform,  they  are  in  no  way 
interested.  How  injurious  to  individuals  and  fatal  to  States 
this  third  course  must  be,  if  the  economic  principles  here  laid 
down  be  true,  should  already  have  been  fully  realised,  but 
may  with  advantage  be  yet  further  emphasised  by  the 
following  brief  summary  : — 

(1)  The  vaunted  conclusions  of  orthodox  Economists  upon 
the  vital  questions  of  property,  rent,  wages,  profits,  credit, 
debt,  security,  money,  dividends  are  all  intellectually  false, 
and  when  long  enough  enforced,  socially  disastrous,  the  real 
and  only,  though  unconscious,  purpose  of  their  principles 
being  to  sanction  and  solidify  a  subtly  organised  system  of 
economic  theft. 

(2)  The  original  and  long  discredited  condemnation  of 
these  "  principles "  by  the  precepts  of  Christianity  has  now 
been  abundantly  justified ;  for  experience  is  proving  the 
former  to  be  increasingly  injurious,  and  the  judgment  of  the 
latter  consequently  to  have  been  always  true.  Thus  the 
"  wayfaring  men,  though  fools,"  who  preferred  the  precepts  of 
Christ  to  the  principles  of  Economists  have  shown  them  to  be 
intellectually  the  wise  men,  and  the  "  wise  "  men  and  their 
followers  who  rejected  or  "  compromised  "  with  these  precepts 
to  have  been  intellectually  the  fools. 
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(3)  Religion,  so  far  from  being  that  dispensable  accessory 
in  human  society  to  which  modern  intellectualism  has  claimed 
to  reduce  it,  has  proved  itself,  and  has  here  been  shown,  to 
have  a  specific  and  indispensable  economic  function  to 
perform,  viz.,  the  conversion  of  animal  or  natural  into 
civilised  desire,  which  conversion  can  be  effected  by  no  other 
means,  and  without  which  conversion  all  laws,  theories, 
reasons,  and  arguments  are  worthless,  and  economic 
principles  mere  academic  abstractions.  For  so  long  as  the 
majority  of  any  community  are  actuated  solely  by  natural 
desires  they  neither  will  nor  can  of  themselves  punish  the 
expression  of  these  desires.  While  reason  alone,  the  power 
upon  which  orthodox  Economists  rely,  either  never  attempts 
this  conversion  or  never  secures  this  punishment  ;  the  part 
it  commonly  plays  being  to  enable  the  majority,  through 
sophistical  "  interpretations "  or  dispensing  "  traditions,"  to 
gratify  secretly  such  of  their  "  darling  lusts  "  as  are  condemned 
openly.  The  farther  a  nation  advances  in  civilisation, 
therefore,  the  more  imperative  does  the  need  become  of  a 
nearer  approach  to  absolute  truth  in  its  religion.  So  far, 
then,  from  the  form  of  religion  professed  by  individuals  being 
a  matter  of  indifference  to  governments,  comprehension  by 
these  latter  of,  and  ability  to  discharge,  their  true  economic 
functions  is  entirely  dependent  upon  this  form. 

(4)  The  condemnation  by  Christianity  of  the  principles  of 
orthodox  economics  having  thus  been  abundantly  confirmed 
by  experience,  and  the  "  capacity  "  thus  established  of  this 
primary  court  to  decide  such  cases,  it  now  remains  to  submit 
the  contrasting  principles  here  set  forth  to  the  judgment  of 
the  same  tribunal  of  first  instance — not  in  the  assurance  that 
any  decision  it  may  give  will  carry  weight  with  those  who 
wholly  reject  its  jurisdiction,  but  in  the  belief  that  it 
unquestionably  will  with  that  far  larger  number  who  will 
rejoice  to  find  that  their  hearts  have  hitherto  been  right  and 
only  their  heads  misled,  and  that  at  last,  in  respect  to  one  vast 
and   all   important  region   of  thought,  "  As  knowledge  grows 
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from  more    to  more,  their   minds  and  souls,  according  well, 
may  make  one  music  as  before." 

To  ensure  obedience  amongst  His  followers  to  that 
absolute  prohibition  of  theft  contained  in  the  Hebrew 
Decalogue,  Christ  required  that  in  every  relation  of  life  they 
should  be  ready  "  to  give  without  getting,"  rather  than  yield 
to  their  natural  and  animal  desire  "to  get  without  giving." 
Necessarily,  then,  Christian  precepts  require  abstention,  not 
merely  from  such  common  forms  of  theft  as  are  generally 
condemned  even  amongst  savages,  but  from  every  mode  of 
acquiring  property  tainted  with  the  same  specific  characteristic. 
Christians,  consequently,  must  rigorously  abstain  from  all 
acts  of  the  nature  of  slavery,  usury,  rises  in  produce  rents, 
from  causing  or  profiting  by  variations  in  weights,  measures, 
or  the  value  of  money,  which  injure  one  party  to  a  contract 
and  benefit  the  other  ;  from  concealing  true  relations  between 
principals  and  agents,  and  enforcing  false  ones ;  from 
relieving  one  party  to  a  compact  of  their  legitimate  risks  and 
burthens  and  thereby  illegitimately  increasing  those  of  the 
other;  from- all  acts,  in  short,  of  every  sort  and  kind  which 
benefit  one  man  at  the  expense  of  another,  and  even  from 
ever  employing  force  to  compel  the  fulfilment  of  engage- 
ments perfectly  legitimate  in  themselves. 

Now,  the  principles  of  orthodox  economics,  it  is  needless  to 
say,  run  counter  to  these  requirements  in  every  single 
particular.  Above  all,  they  assume,  as  part  "  of  the  nature  of 
things,"  a  continuous  resort  to  force,  and  are  themselves 
absolutely  invalid  and  ineffective  if  force  be  not  applied.  But 
the  principles  of  orthodox  economics  have  proved  themselves 
false  in  practice,  in  so  much  as  they  have  intensified  conflicts 
where  they  should  have  secured  co-operation,  and  exaggerated 
want  where  they  should  have  diffused  plenty;  while  nothing 
but  an  extending  appreciation  and  application  of  the  precepts 
of  Christ  has  prevented  the  ill  effect  of  orthodox  practices 
being  even  more  disastrous  than  they  have  been.  So  far, 
then,  as  the  requirements  of  Christ  have  been  fulfilled  by  any 
community  or  nation  they  have  saved  the  situation.     To  what 
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extent,  then,  do  the  principles  of  pure  economics,  as  set  forth 
here,  give  effect  to  those  requirements  and  harmonise  with 
them — that  is  the  test  we  have  now  to  submit  to.  That  our 
principles  satisfy  the  requirements  of  Reason  can  be  accepted 
as  no  sufficient  test  of  their  truth,  seeing  what  disastrous  false- 
hoods Reason  has  already  foisted  upon  the  modern  world 
under  the  title  of  "  Principles  of  Political  Economy." 

The  theories  or  principles  of  Economics  which  have  de- 
veloped themselves  here  start  from  that  first  and  voluntary 
division  of  labour  which  separates  producers  of  Wealth  from 
producers  of  Capital  and  compels  a  sale  of  the  former  for  the 
latter,  which  sale  is  the  germ  of  true  civilisation.  While  the 
subsequent  development  of  this  germ  into  a  noble,  fruitful, 
healthy,  and  ever-spreading  tree  is  entirely  dependent  upon 
the  voluntariness  of  this  first  division  of  labour  being  repeated 
in  every  one  of  the  innumerable  subsequent  divisions  that  take 
place.  The  preservation  of  such  voluntariness  being  only 
possible  through  the  maintenance,  as  an  alternative  to  any 
particular  form  of  Wealth-production,  of  freedom  to  return  to 
the  land  and  food-production. 

But  this  freedom  it  has  been  the  ceaseless  object  of 
legislators  to  destroy,  since  by  so  doing  their  class  has  been 
enabled  to  acquire  power  over  their  fellow-men,  and  so  extort 
from  them  the  material  comforts  of  life  without  giving  any, 
or  any  real,  equivalent  in  return.  The  economic  thefts  which 
result  from  such  acquisition  of  power  taking  the  several  forms 
of  slavery,  usury,  increases  in  rent,  falsifications  of  contracts 
through  variations  in  weights,  measures,  or  the  value  of 
money,  the  enforcing  of  false  relations  between  principals  and 
agents,  the  illegitimate  relief  from  risk  obtained  through  legal 
security,  the  intervention  of  the  State  in  private  contracts 
which  should  carry  no  other  sanction  than  personal  character. 
Ail  of  which  forms  of  economic  theft  we  have  shown  to  be 
eventually  prohibitive  of  civilised  development. 

Thus   the    practices   which   have    here   been    shown    to   be 

economically  disastrous  to  every  community  at  some  stage  of 

its  development  are  exactly  those  which  Christianity  forbids 
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at  every  stage.  So  that  the  principles  here  laid  down  as 
essential  to  the  free  and  unlimited  development  of  every 
community,  although  falling  far  short  of  Christian  perfection, 
as  all  "principles"  and  laws  must  necessarily  do,  practically 
reproduce  that  lower  standard  of  the  Hebrew  Law  which 
it  was  the  declared  mission  of  Christ  to  enable  men  to 
fulfil. 

Thus  Hebrew  Law  lays  down  in  the  form  of  personal  com- 
mands what  Economic  Science  here  set  forth  in  the  shape  of 
abstract  principles,  and  neither  have  anything  in  common, 
either  in  spirit  or  effect,  with  the  great  body  of  Roman  or 
Natural  Law.  On  the  contrary,  these  two  great  rival  systems 
present  themselves  as  ubiquitous  alternatives,  between  which 
a  choice  must  ever,  consciously  or  unconsciously,  be  made,  in 
such  sort  that  a  nearer  approach  to  either  system  and  its 
results  becomes  possible  only  by  a  more  complete  abandon- 
ment of  the  principles,  the  practices,  and  the  consequences  of 
the  other. 

Broadly,  then,  the  principles  here  set  forth  as  economically 
true  are  in  complete  agreement,  when  reduced  to  practice, 
with  the  commands  as  to  conduct  of  Mosaic  Law  ;  while  the 
commands  as  to  conduct  of  Mosaic  Law  are  incapable  of 
obtaining  any  general  or  practical  effect  save  through  a  com- 
preliension,  an  acceptance,  and  an  observance,  less  or  more 
complete,  of  the  requirements  of  Christian  life.  As  regards  in- 
dividuals, then,  the  principles  of  pure  Economics  find  their 
only  perfect  realisation  in  the  practices  of  Christian  life,  and 
as  regards  Governments  in  the  administration  of  Hebrew  Lazv. 
The  performance  of  such  practices  by  the  former,  and  the 
pure  administration  of  such  Law  by  the  latter,  continuously 
enabling  both,  in  a  way  almost  miraculous,  to  give  constantly 
fuller  effect  to  the  supreme  Christian  requirement  of  "  giving 
without  getting,"  as  opposed  to  the  inevitable  growth  under 
every  other  rule  of  conduct  and  method  of  government,  of  a 
systematic,  ubiquitous,  and  disastrous  "  getting  without 
giving."  It  need  hardly  be  said  that  the  administration 
of  the  law  required  from  Government  is  of  the  spirit  and  not 
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of  the  letter.  Such  spirit  requiring  the  infliction  of  penalties 
only  for  injuries  done  or  attempted,  but  not  that  these 
penalties  shall  be  of  any  particular  kind.  For  such  as  are 
needed  to  inspire  fear  of  the  Law  at  one  period  may  only 
excite  sympathy  with  the  Law-breaker  at  another,  and  so  fail 
of  their  most  important  effect. 

The    position    we    have     now    reached    is    this,    that    all 
economic     progress     rests     upon     a     foundation     of     non- 
natural      religion,     and     cannot    be    erected    on     any     other 
basis,   the    stability,   permanence,  and   extent    of  the   super- 
structure     entirely      depending      upon      the      strength      of 
the   foundations,   and  their   capacity  to  sustain  the  growing 
pressure  of  increasing  numbers  and  more  complex  relations. 
With   the   laying  of  these   foundations    or    provision   of  the 
materials  composing  them   Human  Reason  has  nothing  to  do, 
they    being    designed   by    an    Authority,    and    derived    from 
sources  over   which   it   has    no  control.     All    it   can  do  is  to 
accept  them  when    presented,  and  either  strive   to  maintain 
them   in  their  original    simplicity,  or  else   stucco  them  over 
with  '■  preservatives  "  of  its  own,  the  invariable  effect  of  which 
is  first  to  conceal  the  original  design  and  then  to  eat  away 
the  original   substance.      Since,  however,  the    strain-bearing 
capacity  of  any  religion  is  derived  not  from  its  form  but  its 
substance,    i.e.,    from    its   practical    influence  over  individual 
conduct,  all  else  being  economically  worthless,  this  capacity 
necessarily  diminishes  with  the  disappearance  of  all  underlying 
reality.     So  that  when   Reason,  either  intentionally  or  unin- 
tentionally, destroys  a    weak,    i.e.,    impure    religion,  without 
facilitating  its  replacement  by  a  strong,  i.e.,  a  purer  one,  it 
necessarily  destroys  at  the  same  time  whatever   measure   of 
right  economic  practice  that  religion  was  capable  of  enforcing. 
For  so  essential  is  it  that  the  Principles  of  Pure  Economics 
be  provided   with   some    foundation,    less    or    more  solid,  of 
religious  belief  to  enable   them    to  come  into,  or  remain   in, 
operation,  that  did  not  Reason,  wherever  it  discovers  these 
principles,  always  find  some  religion  in  existence,  it  would  be 
forced,  in  order  to  give  them  effect,  to  invent  one  for  itself 
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Economically  considered,  then,  tJie  function  of  Religion  is 
entirely  distinct  from  the  function  of  Reason,  while  an  effective 
discharge  of  both  is  absolutely  essential  to  economic  progress. 
For  the  function  of  Religion  is  to  provide  such  moral  conditions 
as  permit  of  the  application  of  true  economic  principles,  and 
this  Reason  alone  is  wholly  incapable  of  doing.  While  the 
function  of  Reason  is  to  reduce  these  Principles  to  practice,  as 
far  as  contemporary  moral  conditions  will  permit,  and  this 
Religion  alone  has  never  been  able  to  effect.  When  the 
religion  is  so  pure  as  not  only  to  place  no  restrictions  upon 
economic  developments,  but  in  tvery  way  to  facilitate  them, 
then  the  dominion  of  Reason,  which  is  practically  that  of  Man 
over  Nature,  becomes  virtually  illimitable. 

But  Man's  dominion  over  Nature  proceeds  from  that  know- 
ledge of  Nature  and  her  forces  which  is  summed  up  in  the 
one  word  "  Science."  Science,  therefore,  in  all  its  multitudin- 
ous and  ever-multiplying  forms,  is  the  rightful  and  special 
province  of  Reason ;  while  Conduct  is,  and  must  always 
remain,  the  special  province  of  Religion.  So  far  then  from 
these  two  forces,  when  legitimately  employed,  being  in  natural 
conflict,  each,  on  the  contrary,  is  not  merely  contributory  but 
essential  to  the  extension  of  the  other.  Increasing  command 
over  the  forces  of  Nature,  which  is  the  gift  of  Science  alone, 
leading  to  such  continuous  growth  in  population  as  compels 
the  substitution  of  pure  religion  for  impure  ones.  While  in- 
creasing right-doing  in  individual  conduct,  which  is  the 
product  of  religion  alone,  leads  to  such  continuous  search  for 
new  products  to  exchange  as  compels  progressive  discoveries 
in  Science  and  their  wider  and  wider  utilisation.  Where  true 
Religion  disappears,  the  practice  of  true  economic  principles 
cannot  long  survive  it.  While  the  growing  selfishness  which 
takes  the  place  of  such  practice  finds  expression  in  more  and 
more  successful  efforts  on  the  part  of  increasing  numbers  "to 
get  without  giving  "  from  others — to,  in  fact,  replace  fair  eco- 
nomic exchange  by  multiplying  forms  of  economic  theft.  The 
class  hatreds,  resistance,  and  conflicts  which  this  moral  and 
economic  degeneration  entails  more  and  more  divert  men's 
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minds  from  the  peaceful  discoveries  of  Science,  while  such 
discoveries  as  are  made  it  becomes  increasingly  difficult  to 
utilise.  It  is  not  "  Laws  "  only  that  "  are  silent  amidst  arms," 
but  sciences  also,  disregarded  at  first,  are  speedily  forgotten. 
Nor  does  it  need  that  many  generations  shall  live  amidst 
tumults,  robberies,  and  wars  to  completely  extinguish  the 
knowledge  of  science  and  arts  that  were  the  common,  almost 
universal,  possession  of  earlier  and  more  peaceful  times.  So 
far  then  from  true  Religion,  with  its  essential  and  healthful 
influence  upon  conduct,  being  in  any  way  opposed  to  Science, 
it  is  only  where  such  Religion  prevails  that  true  Sciences 
can  multiply,  and  the  benefits  they  yield  be  fully,  freely,  and 
increasingly  enjoyed. 

But  while  true  Religion  is  essential  to  the  progress  of  Science 
and  true  Science  conducive  to  the  expansion  of  Religion,  false 
religions  are  as  invariably  hostile  to  science  as  are  spurious 
sciences  to  true  Religion.  By  their  attacks  upon  each  other 
they  may  be  known.  Of  such  are  all  religions  that  would  keep 
men  ignorant  that  their  priests  may  keep  them  slaves.  All 
sciences  that  would  deny  the  fact  of  Divine  revelation  in  order 
to  exalt  the  functions  of  human  Reason.  Judged  by  their 
fruits  all  such  are  false.  Certain,  however  widely  accepted  at 
one  time,  to  be  as  widely  rejected  at  another.  Man  cannot 
live  without  religion,  and  no  religion  is  true  save  such  as  is 
Divinely  revealed.  Man  cannot  progress  without  Science, 
and  there  can  be  no  progress  in  Science  except  where  men  are 
free.  Those  capable  of  grasping,  then,  the  eternal  significance 
of  facts  may  laugh  to  scorn  the  delusive  sayings  of  such  blind 
leaders  of  the  blind  as  would  either  withhold  the  truths  of 
science  or  deny  the  revelations  of  God.  Wise  in  their  own 
conceit  and  ignorant  in  their  much  learning,  they  gnaw  like 
rats  at  the  foundation  upon  which  rests  the  modern  world. 
For  with  the  Bible  withheld  from  the  people  or  discredited 
amongst  them,  and  the  effects  are  exactly  tlie  same,  there  no- 
where remains  any  true  standard  by  which  man  may  measure 
either  truth  in  principles  or  righteousness  in  conduct.  Nothing 
to  protect  him  from  the  intellectual   falsehoods  maintained  by 
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self-seeking   priests,  or    the    economic   crimes   supported    by 
orthodox  economists. 

We  now  claim  to  have  proved  that  the  harmony  between 
the   principles   of  pure   economics    and    the   precepts   of  the 
Christian  Religion  is  complete,  also  that  to  ensure  the  fullest 
possible  effect  in  practice  being  given  to  both  there  must  be 
a  contemporaneous  and  faithful  administration  of  Hebrew,  i.e., 
purely  criminal  Law,  any  application  of  legal  force  in  excess 
of  this  not  increasingly  promoting,  but  increasingly  prevent- 
ing, the  practice  of  both   true  principles  and  pure   precepts. 
This   being  so,  we   may  faintly   realise   how   absolutely  pro- 
hibitive of  the  application  of  scientific  principles  and  power- 
fully preventive  of  the  practice  of  Christian  precepts  is  the 
present  enforcement  of  Roman   Laws.     Which  Laws,  so  far 
from   punishing   economic   crimes,   and  thereby  encouraging 
the  practice  of  Christian   precepts,  mainly  occupy  themselves 
with  committing,  and  encouraging  the  commission  of  these 
crimes,  thereby  penalising  the  practice  of  Christian  precepts  ; 
doing  their  work  so  effectively  in  both  these  respects  that  the 
commission  of  economic  theft  in   respect  to  Rent,  Hire,  and 
Dividends  is  scarcely  to  be  avoided  even  by  men  desirous  of 
acting    as    Christians,    while    the  acquisition    of   Profits    has 
become  at  length   scarcely  compatible   with  even  a  pagan's 
conception  of  honesty. 

Men  need  no  longer  wonder,  then,  at  the  disappointing 
progress  of  practical  Christianity  at  this  the  close  of  its 
nineteenth  century,  rather  may  they  marvel  at  the  progress  it 
has  made  in  face  of  such  hostile  legal  and  economic  con- 
ditions. For  the  Law  is  not  now,  as  in  the  early  days  of 
Christianity,  recognised  as  frankly  pagan,  framed  for  frankly 
pagan  purposes,  and  therefore  forbidden  to  Christians.  But 
it  is  supposed  to  have  become  Christian,  although  committing 
and  encouraging  economic  crimes  fatal  to  Christianity.  On 
the  one  hand,  therefore,  in  States  nominally  Christian,  that  is 
declared  to  be  legally  and  economically  permissible  which 
violates  every  precept  of  Christ,  and   on  the   other  a  faithful 


The   Truth  of  Pure  Economics  455 

observance  of  His  precepts  has  become  all  but  incompatible 
with  the  acquisition  of  an  honest  living. 

The  supremacy,  then,  of  Roman  Law  and  animal  economics 
being  as  complete  as  it  is,  and  both  being  diametrically 
opposed  in  every  relation  of  life  to  Christian  precepts  and 
civilised  science,  and  so  prohibitive  of  economic  progress, 
some  conception  may  be  formed  of  the  extraordinary  increase 
in  national  and  individual  prosperity  which  must  necessarily 
attend  every  reversion  towards  the  simplicity  of  Hebrew  Law, 
through  which  alone  becomes  possible  a  full  application 
of  civilised  economics  and  a  free  practice  of  Christian 
precepts. 


CHAPTER  VIII 


CONCLUSION 


At  last  the  task  is  completed  which  I  set  before  myself  so 
long  ago — a  task  which  included  the  discovery  (i)  of  those 
true  economic  principles  which  must  be  practised  by  every 
community  that  would  freely  and  fully  develop  ;  (2)  of  those 
removable  hindrances  which  in  Great  Britain,  for  each  country 
will  have  its  own,  make  such  development  impossible  ;  (3)  of 
the  only  means  by  which  these  hindrances  can  be  removed, 
and  continuous  social  progress  ensured,  such  progress  indeed 
as,  outside  the  illuminated  field  of  prophetic  vision,  has 
hitherto  been  confined  to  philosophic  Utopias  and  poetic 
dreams. 

And  how  great  is  the  change  which  the  conclusions  here 
reached  make  necessary  in  the  attitude  of  contemporary 
thought  towards  the  present  and  future  of  any  given  com- 
munity— a  change  which  may  be  likened  to  that  felt  by  some 
traveller  who,  after  toiling  for  days,  weeks,  months,  perhaps, 
that  have  seemed  years,  through  some  dark  and  dismal  forest, 
into  which  no  light  has  streamed  from  heaven,  and  only 
malarious  vapours  exhaled  from  earth,  emerges  at  last  into 
the  glorious  freedom  of  a  flower-decked  prairie  and  the 
blessed  light  and  life  of  the  sun.  For  no  longer  is  any 
nation's  existence  compulsorily  restricted  to  the  narrow  round 
of  individual  life,  to  birth,  maturity,  decay,  and  death.  It 
depending  solely  upon  its  national  acceptance  of  spiritual 
truths,  and  its  individual  abstention  from  animal  practices,  to 
what  extent  it  secures  the  blessing  of  eternal  youth  and  its 
natural  accompaniments  of  ruder  health  and  greater  strength. 
Thus  national  decay  and  dissolution  or  destruction  ceases  to 
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be  the  inevitable  outcome  of  an  unchanging  law,  exhibiting 
itself  instead  as  a  just  penalty  for  accumulating  crimes,  or  the 
necessary  consequence  of  undischarged  duties.  Again,  there- 
fore, the  moral  element  in  the  life  of  nations  asserts  itself  not 
as  present  merely,  but  as  supreme,  and  the  most  ancient  con- 
ceptions of  Divine  government  is  emphatically  confirmed  by 
the  most  recent  discoveries  in  economic  science. 

It  is  true  that  this  conclusion  contracts  to  the  visible 
dimensions  of  a  lie  the  asserted  intellectual  sovereignty  and 
moral  independence  of  man,  re-establishing  in  place  of  this 
theoretical  falsehood  what  yet  over  the  length  and  breadth  of 
the  earth  has  never  been  displaced  as  a  practical  truth,  that, 
for  direction  as  to  conduct,  man  requires  the  guidance  of 
some  higher  intelligence  than  his  own,  whose  authority  must 
be  acknowledged  and  whose  commands  obeyed.  Such 
obedience  becoming  the  more  necessary  as  it  is  realised 
that  these  commands,  while  rarely  running  directly  counter 
to,  and  still  more  rarely  directly  parallel  with,  the  desires  of 
man's  animal  nature,  move  in  the  main  diagonally  across 
them,  in  such  sort  that  those  desires  he  is  born  with,  which 
are  bone  of  his  bone  and  flesh  of  his  flesh,  and  which  he  can 
never  hope  to  eradicate  while  life  remains,  he  is  not  merely 
permitted  to  gratify  on  named  conditions  and  in  certain 
directions,  but  cannot  progress  unless  lie  does.  So  that 
progress  and  development  are  alike  impossible  if  he  seek 
to  excise  with  the  Buddhist  every  bud  of  human  feeling,  or 
sway  with  the  savage  to  every  gust  of  animal  desire. 

It  might  seem  that  this  acknowledged  subordination  to 
God  would  derogate  from  man's  conceded  lordship  upon 
earth,  from  his  rule  over  all  things  animate  and  inanimate. 
But  of  what  value  is  a  claim  that  cannot  be  sustained,  or  a 
usurpation  of  power  fatal  to  the  usurper  ?  Man  truly  has 
been  appointed  lord  of  all  things  animate,  excepting  only  his 
fellow-man  ;  and  in  time  doubtless  would  become  lord  also 
of  all  things  inanimate.  But  this  latter  he  can  only  be  on 
one  condition,  that  individually  he  more  and  more  abandons 
every  attempt  to  obtain  or  retain  power  over  his  fellows,  save 
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only  through  the  lowly  means  of  services  rendered,  instead  of 
the  lordly  one  of  force  employed. 

And  how  greatly  this  process  must  be  facilitated  by  an 
acceptance  of  true  economic  principles  in  place  of  false  ones 
may  best  be  realised  through  a  comprehension  of  the  fact 
that  whereas  the  latter  makes  the  test  of  a  nation's  prosperity 
an  increasing  production  of  Wealth,  or  manufactures  for  sale, 
which  production  is  entirely  under  man's  control,  and  may  go 
on  in  flagrant  disobedience  to  the  requirements  of  justice,  the 
former  makes  this  test  an  increasing  production  of  Capital,  or 
food-surpluses  for  put -chase,  which  production  is  only  partially 
under  man's  control,  seeing  how  dependent  agriculture  is 
upon  seasons,  and  cannot  go  on  except  in  progressive 
obedience  to  the  requirements  of  justice  ;  for  though  ever- 
increasing  quantities  of  Wealth  may  readily  be  produced  by 
growing  armies  of  slaves,  none  but  multiplying  numbers  of 
freemen  can  possibly  produce  ever-increasing  quantities  of 
Capital.  Accept  the  former  test  as  true,  and  a  nation  may  go 
on  blindly  confident  in  its  prosperity  and  strength,  until 
suddenly  its  inherent  weakness  is  revealed  and  the  crash 
comes.  Accept  the  latter,  and  no  such  fate  is  possible,  since 
each  cycle  of  years  tells  its  own  tale,  and  makes  its  own 
record,  whether  of  progress  or  of  decay. 

Probably  the  most  prolific  cause  of  man's  acceptance  of 
error  is  such  misdescription  of  his  own  powers  as  have 
entirely  deceived  him  as  to  their  extent.  Especially  has  this 
proved  disastrous  in  regard  to  his  Reason.  His  endowment 
in  this  respect  so  far  exceeds  that  of  any  other  animal  that 
he  has  been  tempted  to  consider  his  reason  as  something 
specifically  distinct  from  their  instinct  ;  so  superior,  indeed, 
that  he  has  come  to  think  and  speak  of  it  as  "divine"  and 
"god-like,"  expressions  the  constant  use  of  which  has  de- 
posited in  time  an  assured  conviction  that  he  possesses  in  his 
reason  a  power  which  enables  him  to  discern  truth  with 
certainty  and  direct  conduct  with  safety.  This  conviction  is 
held  so  strongly  by  some  as  to  have  forced  them  to  the 
logical    conclusion    that    what    man's    reason    cannot    com- 
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prehend,   investigate,   and    determine    is    either    not    true    or 
else  is  non-existent. 

With  the  practical  falsity  of  this  conviction  in  respect  to 
Conduct  we  have  already  dealt,  the  power  of  intellect 
extending  no  further  than  to  provide  means,  or  manufacture 
reasons,  for  giving  effect  to  whatever  animal  desire  is 
dominant  at  the  moment.  Its  practical  falsity  in  respect 
to  Truth  is  equally  conspicuous,  though  here  we  can  do 
nothing  more  than  point  briefly  to  the  causes  which  necessi- 
tate this.  Experience  proves  that  the  only  means  man  has 
of  discovering  Truth  is  by  comparing  facts,  measuring  results, 
noting  effects.  All  his  conclusions  upon  every  subject  being 
of  the  nature  of  verdicts,  the  truth  of  which  necessarily 
depends  (1)  upon  the  reality  of  the  facts  he  considers;  (2) 
upon  his  impartiality  in  considering  them  ;  (3)  and  most 
important  of  all,  upon  his  ability  to  test  and  re-test  his 
conclusions  by  experiment. 

Now,  there  is  but  one  class  of  facts  in  the  investigation  of 
which  man  can  fully  satisfy  the  above  conditions,  vis.,  natural 
or  scientific  facts.  For  he  can  accurately  ascertain  the  reality 
of  these.  He  can  consider  them  with  perfect  impartiality, 
and  he  can  test  and  re-test  his  conclusions  by  experiment. 
Accordingly,  the  verdicts  or  conclusions  of  reason  in  respect 
to  scientific  questions  may  be  accepted,  when  the  above 
conditions  have  been  satisfied,  as  the  nearest  approach  to 
absolute  truth  discoverable  by  man.  And  yet  even  upon 
questions  of  this  kind  it  is  constantly  found  that  the  verdicts 
of  one  generation  have  to  be  amended  or  set  aside  by  those 
of  another.  It  can  easily  be  perceived,  therefore,  that  when 
reason  leaves  the  comparatively  solid  ground  of  nature,  and 
ventures  unsupported  upon  the  mental  quicksands  of  morals, 
politics,  or  economics,  where  all  material  facts  are  disputable, 
where  personal  impartiality  is  impossible,  and  no  conclusions 
can  be  tested  otherwise  than  by  historical  instances  or  con- 
temporary practices,  that  its  verdicts  must  cease  to  possess 
an  even  defensible  title  to  absolute  truth,  while  any  dogmatic 
claim    to    infallibility    becomes    not    so    much     impudent    as 
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ludicrous.  It  is  in  respect  to  these  verdicts,  therefore,  every 
one  of  which  concerns  itself  immediately  or  ultimately  with 
the  actions  of  individuals,  that  an  independent  and  universal 
standard  of  what  is  right  in  conduct  becomes  so  essential. 
For  such  standard,  when  the  past  has  proved  it  true,  supplies 
the  only  possible  means,  apart  from  the  deferred  results  of 
experience,  for  testing  the  conclusions  of  reason,  not  directly 
as  to  principles  propounded,  but  indirectly  as  to  actions 
permitted.  Such  a  standard  time  has  proved  the  world  to 
possess  in  the  Bible. 

Thus  the  Bible  fulfils  much  the  same  function  in  the  build- 
ing of  the  life  of  an  individual  or  a  nation  as  does  the  plumb- 
line  in  that  of  the  walls  of  a  cottage  or  a  palace.  Not  even 
the  most  skilful  of  masons  can  lay  many  courses  of  brick  or 
stone  without  testing  the  correctness  of  his  work  by  an  appli- 
cation of  his  plumb-rule.  Lacking  this  infallible  standard  of 
perpendicularity,  all  but  the  meanest  and  most  lowly  of 
buildings  would  collapse  before  ever  the  roof  was  put  on. 
While  the  vaster  the  design,  and  the  more  impressive, 
balanced,  and  beautiful  its  proportions,  the  greater  is  the 
need  for  a  ceaseless  application  of  this  corrective  standard. 
But  a  mason  works  in  broad  daylight.  His  eye  is  trained  by 
long  practice  to  detect  departures  from  the  upright,  and  he  is 
under  no  temptation  whatever  to  build  awry.  In  spite,  how- 
ever, of  these  aids  to  correctness,  he  cannot  trust  himself  to 
lay  a  single  course  of  brickwork  without  constant  application 
of  his  plumb -rule.  How  inconceivably  greater,  then,  the 
need  for  a  similar  standard  of  uprightness  in  respect  to 
actions,  when  the  building  to  be  constructed  out  of  them, 
upon  the  only  lines  permitting  of  continuous  additions,  is  an 
individual's  or  a  nation's  life.  Seeing  that  no  light  is  available 
to  work  by  but  the  uncertain  one  of  reason,  that  none  but  the 
aged  are  trained  by  experience  to  detect  departures  from  the 
right,  while  these  are  no  longer  honoured,  i.e.,  obeyed,  as  of 
old  ;  and  that  the  young  are  ceaselessly  tempted  to  build 
awry  each  hour  and  each  day  of  their  lives. 

It  is  evident  how,  under  conditions  like  these,  if  constant 
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reference  be  not  made  to  the  infallible  standard,  the  whole 
building  must  ultimately  collapse.  But  it  is  still  more  evident 
how  minds  given  over  to  sensualism,  arrogance,  or  ambition, 
and  resolved  to  work  after  plans  of  their  own,  must  fret 
against  constant  reference  to  such  a  standard,  and  how 
instinctively  they  must  seek  to  suppress  and  destroy,  or  at 
least  discredit  it,  in  public  estimation,  by  reducing  it  to  the 
fallible,  and  therefore  negligible,  level  of  a  purely  mechanical 
contrivance.  For  so  long  as  it  is  accepted  as  infallible  and 
divine,  and  therefore  quite  distinct  as  to  origin  and  authority 
from  every  other  standard,  they  find  themselves  cabined, 
cribbed,  confined  by  its  irritating  and  positive  pronounce- 
ments, and  constantly  striking  against  its  rock-like  prohibi- 
tions in  every  field  of  mental  activity  but  one,  that  of  Natural 
Science.  But  the  useful  and  laborious  pursuit  of  scientific 
knowledge  has  few  attractions  for  most  as  compared  with  the 
propounding  of  subversive  theories,  or  the  enforcement  of 
political  nostrums,  which  consciously  or  unconsciously  have 
no  other  object  in  view  than  the  transference  of  property 
from  one  class  to  another,  and  the  "  getting  without  giving" 
by  someone  from  someone  else.  It  is  not  possible,  therefore, 
that  "pure"  Reason,  as  it  delights  to  call  itself,  should  be 
anything  but  hostile  to  the  Bible.  The  two  are  natural  and 
necessary  foes.  While  just  in  proportion  as  believers  in  the 
Word  of  God  conceive  themselves  protected  by  this  belief 
from  all  risk  in  fearlessly  following  wherever  their  Reason 
leads,  will  they  be  unconsciously  drawn  into  alliance  with 
those  who  are  openly  or  secretly  labouring  for  its  rejection. 

When  human  Reason,  then,  undoubting  as  to  its  capacity 
to  determine  Truth,  and  unconscious  of  its  inherent 
gravitation  towards  falsehood,  brings  the  Bible  itself  to  trial, 
its  verdict  upon  any  question  admitting  of  doubt  is  as  much 
a  foregone  conclusion  as  was  that  of  French  courts-martial 
upon  the  guilt  of  Dreyfus.  With  judges  so  constituted  im- 
partiality is  impossible,  not  one  of  the  facts  adduced  is  truly 
scientific,  nor  can  any  single  conclusion  be  tested  by  the 
touchstone  of  experiment.      It  is  not  difficult  to  estimate,  then. 
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the  amount  of  truth  contained  in  the  verdict.  When,  there- 
fore, many  teachers  by  profession  of  the  truth  of  the  Bible 
range  themselves  upon  a  bench  self-constituted  to  decide  to 
what  extent  it  is  false,  this  can  only  be  accounted  for  by  the 
misconception  they  are  under  as  to  the  protective  power  of 
"  good  intentions,"  by  their  delusion  as  to  the  divinity  of  their 
reason,  and  their  profound  ignorance  of  its  ineradicable 
animalism. 

Nothing  affords  stronger  proof  of  this  than  the  limited 
range  of  their  mental  views.  For  in  coming  to  their  dis- 
crediting conclusions  respecting  the  Bible,  they  appear  to  be 
wholly  ignorant  of  the  fact,  or  act  as  if  they  were,  that  the 
Modern  world  is  differentiated  from  the  Ancient  by  nothing 
but  its  possession  of  the  Bible \  and  acknowledgment  of  its 
authority  in  matters  of  conduct.  That  the  larger  measure  of 
justice,  the  greater  respect  for  life,  the  wider  diffusion  of 
comfort,  the  marvellous  conquests  of  science,  the  immense 
increase  of  commerce,  the  general  suppression  of  slavery,  the 
unprecedented  consideration  for  suffering,  all  these  develop- 
ments spring  exclusively  from  the  Bible,  and  the  less  or 
greater  obedience  voluntarily  yielded  to  its  requirements. 
They  ignore  such  object-lessons  as  are  presented,  of  what  the 
world  would  be  without  it,  by  the  contrasting  states  of 
Christian  and  non-Christian  countries,  and  of  what  the  world 
is  with  it,  when  obeyed  in  different  degrees,  by  the  contrast- 
ing states  of  say  Spain  and  Great  Britain.  For  these  gentle- 
men do  not  hesitate  to  employ  all  the  powers  of  their  reason 
in  discrediting  the  authority  which  has  produced  these 
contrasts  ;  such  as  are  dupes  of  their  own  "  good  intentions," 
feebly  babbling  the  while  that  their  sole  purpose  in  destroying 
part  of  the  Bible  is  to  re-establish  a  sounder  faith  in  what 
remains.  As  if  one  of  these  individuals  in  his  private  capacity 
would  not  scorn  as  false  the  friendship  of  anyone  who,  after 
proving  that  he  invariably  lied  in  all  accounts  of  himself,  yet 
asserted  that,  so  far  as  had  yet  been  found  out,  he  was 
otherwise  a  supremely  trustworthy  man. 

Were   the   conclusions    come   to   by   these   self-constituted 
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judges  even  probably  true,  or  did  they  possess  any  faculty  for 
the  recognition  of  truth  when  discovered,  there  might  be  little 
more  to  be  said  ;  but  being  notoriously  devoid  of  any  such 
faculty,  and  afflicted  besides  with  a  congenital  bias  towards 
falsehood,  not  only  is  there  no  probability  of  their  conclusions 
being  true,  but  an  absolute  certainty,  unless  supported  by 
independent  and  overwhelming  testimony,  that  they  are 
false. 

That  no  errors  should  exist  in  the  text  of  the  Bible  is  as 
little  to  be  expected  as  that  no  flaws  should   be  found  in  the 
castings  of  a  bridge.     To  the  working  world,  however,  which 
requires  and  uses  both,  neither  the  errors  in  the  one  nor  the 
flaws  in  the  other  are  of  the  slightest  practical  importance. 
For  the  flaws  do  not  affect  the  stability  of  the  bridge,  nor  the 
textual  errors  the  truth  of  the   Bible.     And  yet  the  bridge 
only  spans  some  single  river,  which  there  are  many  alternative 
means  of  crossing,  whereas  the  Bible  bridges  the  otherwise 
impassable  gulf  between  atrocities  in  Armenia  and  security 
and   prosperity  in   England.     And  yet  were  any  man  found 
knocking  the  rivets  out  of  the  bridge  in  order  to  exhibit  its 
defects,  he  would  be  condemned  as  a  criminal,  or  confined  as 
a  lunatic,  while  he  who  strives  to  do  the  same  thing  to  the 
Bible  smerkly  claims  credit  as  a  "seeker  of  truth."     Having 
regard,   however,   to   the    respective    importance    of   the   two 
works,  the  former  is  but  a  petty  offender  as  compared  with 
the  latter,  who  is  "an  enemy  of  the  human  race."     The  fate 
of  the  world  depends  upon  the  Bible  being  reverenced  as  true 
and  increasingly  obeyed  as  infallible.     Nothing  but  the  vanity 
of  the  Critic  is  affected  by  his  conclusions  being  ignored  as 
false.     As  a  fallible  production  of  man  the  Bible  can  claim  no 
obedience  to  its  precepts,  and  when  so  regarded,  receives  none. 
As    the    Revealed    Word    of  God    it    stands    forth    the    sole 
palladium   of  human   freedom   both  personal   and    mental,  a 
shield  to  protect  the  weakest  and   most   ignorant   savage,  a 
sword  to  punish  his  most    powerful  and  civilised  oppressor. 
Equal  justice,  equal   rights,  equal  opportunities,  equal  hopes 
for  all.      Now  as  of  old  of  the  people  so  regarding  it  it  may 
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be  said,  "  This  is  your  wisdom  and  your  understanding  in  the 
sight  of  the  nations." 

To  those,  then,  who  recognise  that  human  reason,  however 
admirable,  extraordinary,  wonderful,  when  rightly  used,  has 
nothing  "divine  or  god-like"  about  it,  in  that  it  possesses  no 
intuitive  faculty  for  distinguishing  truth  from  falsehood,  but 
only    rough    mechanical    means    (those    of    comparison    and 
experiment)  for  sorting  out  certain  kinds  of  truth,  the  con- 
clusions   of  the    Higher    Critics   become    mere   examples   of 
individual   presumption  and  misapplied  abilities,  and  reason 
itself  as  so  employed   the   most  worthless  and  unreliable  of 
instruments.     But  to  those  who  believe  in  the  "divinity"  of 
reason,  and  the  absolute  truth  of  verdicts  by  experts,  more 
especially  by  experts  in  dead  languages  and  writing,  although 
those  by  experts  in  living  languages  and  writing  (which  one 
would    think    should    be   the    more   correct   of  the   two)   are 
farcical  in  their  absurdity,  these  conclusions  are  necessarily 
disastrous  ;  for  they  appear  to  justify  them  in  withholding  an 
even  nominal   allegiance   from  the  Bible,  thus  leaving  them 
(as  so  many  indeed  desire  to  be  left)  subject  to  no  higher  law 
than  that  of  their  animal  nature,  modified  only  by  the  ever- 
weakening  influence  of  Christian  habits  and  environment. 

The  practical  effect  upon  conduct  of  these  contrasting 
mental  conditions  is  best  illustrated  by  the  dealings  of  solitary 
Europeans  when  dominating  numbers  of  African  or  other 
inferior  races.  The  man  who  acknowledges  the  Bible  and 
strives  less  or  more  to  obey  its  commands  becomes  speedily 
a  powerful  influence  for  good.  He  restrains  violence,  he 
secures  property,  he  induces  industry,  he  multiplies  exchanges, 
he  attracts  merchants.  He,  on  the  other  hand,  who  rejects  the 
Bible,  and  therefore  makes  no  attempt  to  obey  it,  soon  begins 
to  follow  his  natural  and  animal  inclinations  unchecked  by 
the  now  absent  restraints  of  Christian  civilisation.  Instead  of 
preventing  conflicts  he  participates  in  them,  instead  of 
promoting  industry  by  the  inducement  of  exchanges  he 
makes  it  abhorrent  by  the  robbery  of  forced  labour.  Instead 
of  raising  those  amongst  whom  he  lives  towards  his  higher 
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level,  he  himself  sinks  rapidly  to  their  lower  one.  And 
should  modern  examples  of  this  type  be  upbraided  for  their 
disregard  of  the  moral  law,  they  smartly  produce  the  ready 
excuse,  "  No  intelligent  man  now  believes  in  the  Bible ;  the 
Higher  Critics  have  disposed  of  that." 

It  is,  then,  no  antiquated  superstition,  nor  even,  though 
these  doubtless  exercise  a  powerful  influence,  the  indelible 
impressions  of  youth,  that  inspire  the  writer  with  profound 
reverence  for  and  faith  in  the  Word  of  God,  but  a  calm  con- 
sideration of  the  teaching  of  history,  the  experience  of  life, 
the  nature  of  man,  and  the  limited  powers  of  his  reason, 
combined  with  such  overwhelming  proofs  as  his  studies  have 
supplied  (1)  of  the  absolute  economic  truth  of  Biblical 
precepts,  (2)  of  the  irresistible  attraction  which  moral  false- 
hoods exercise  when  human  reason  has  no  standard  of  truth 
to  test  them  by ;  for  falsehood  in  morals  is  nothing  but 
animalism  in  action,  and  from  direction  by  their  animal 
natures  men  cannot  possibly  escape  unless  they  consent  to 
take  their  marching  orders  from  the  revealed  Word  of  God. 

Unfortunately,    acknowledgment    of    orders    and    of    the 

authority    issuing    them    never   has   ensured,   and   never  can 

ensure,  complete  obedience  to  them.     But  failure  to  obey  is  a 

very   different    thing,  both   in    effect    and    in    meaning,  from 

secret    treason    or   open    rebellion.       Every    enlisted    soldier, 

neglectful  though  he  may  be,  and  slack  and  inefficient  in  the 

discharge  of  his  duties,  criminal  even  in  his  breaches  of  them, 

still  remains  a  unit  of  the  regular  army,  marching  with  his 

regiment    and    contributing    by    his    presence    less    or    more 

effectively  to   the   victories  it  gains.      But  he  who  not  only 

does   not  obey  orders,  but    denies    or   derides   the   authority 

issuing  them,  is  a  rebel  against  the  king  himself,  and  a  foe  to 

the   cause   for  which   his  armies   are    fighting.      God   or  the 

Beast,  there  are  no  other  captains  in  the  contest,  and  every 

man,  consciously  or  unconsciously,  openly  or  secretly,  ranges 

himself  under  the  standard  of  one  leader  or  the  other.     From 

the  beginning  of  the  world  the  choice  has  been  the  same,  and 

cannot  be  otherwise  until  the  final  battle  is  fought. 

2  c 
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But  while  rejection  of  the  Bible  is  economically  disastrous 
it  is,  at  least,  intellectually  comprehensible  whenever  animalism 
is  supreme  or  the  powers  of  reason  are  overrated.  It  is  the 
acceptance  in  its  stead  of  any  other  sacred  book,  when  fair 
comparison  is  made,  that  is  intellectually  incomprehensible  ; 
childish,  indeed,  in  its  absurdity  and  ignorance.  For  the  re- 
quirements of  the  Bible,  in  respect  to  conduct,  simple, 
emphatic,  concise,  are  absolutely  scientific  ;  no  other  course 
of  action,  save  what  it  allows,  permitting  of  unlimited  economic 
development  ;  whereas  the  similar  requirements  of  all  other 
books,  complex,  vague,  diffuse,  are  absolutely  unscientific, 
permitting  or  requiring  courses  of  action  which  completely 
forbid  unlimited  development.  While  powerful  intellects, 
then,  trusting  in  their  own  discernment  and  strength  of  will, 
may  dream  of  discovering  and  practising  economic  truths 
independent  of  the  Bible,  only  weak  intellects,  dominated  by 
some  personal  idiosyncrasy,  can  accept  the  economic  false- 
hoods proffered  in  its  stead ;  it  is  the  Bible  or  nothing.  The 
sun  shining  in  his  strength,  or  darkness  for  evermore. 

Some  there  must  always  be  who  deliberately  prefer  dark- 
ness to  light,  but  for  the  vast  majority  who  consciously  have 
no  such  preference,  surely  it  is  time  to  take  to  heart  the 
lessons  taught  by  experience  through  thousands  of  years,  and 
now,  at  the  eleventh  hour,  confirmed  by  Science.  That  there 
is  but  one  course  of  conduct  which  makes  continuous  national 
development  possible,  the  course  prescribed  by  the  Bible. 
This  course,  while  sanctioning  the  indulgence  of  certain 
animal  proclivities,  within  limits  not  ascetically  restricted,  and 
under  conditions  not  too  difficult  of  fulfilment,  forbids  that  of 
others  in  every  shape  and  form.  Disguise  these  latter  as  men 
may,  call  them  by  misleading  names,  enforce  them  by  express 
laws,  or  commit  them  in  ignorance  of  any  prohibition  or  open 
defiance  of  it,  and  the  economic  effect  is  exactly  the  same. 

A  recent  writer  has  said  :  "  Life  corrects  the  errors  of 
thought."  Unfortunately,  it  merely  exhibits  them,  and  to  a 
few  of  the  more  discerning  only.  Were  it  otherwise,  the  pro- 
gress of  nations  would   be  continuous,  and   T<me  have  long 
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since  done  for  the  world  what  Christ  came  to  do,  is  doing,  and 
has  yet  to  do.  But  thought  may  help  to  correct  the  errors  of 
life  by  exhibiting  the  words  "  economic  crime  "  on  the  reverse 
of  each  act  that  bears  "  moral  sin  "  stamped  on  its  obverse  by 
the  Bible ;  for  hitherto  these  inscriptions  have  never  been 
fairly  collated,  the  latter  being  in  an  hieratic,  and  the  former 
in  a  demotic,,  script,  the  accepted  translations  of  which  have 
been  not  merely  incorrect,  but  the  exact  converse  of  the 
original.  In  the  new  and  revised  rendering  here  presented,  it 
is  shown  that  every  act  stamped  as  "  sinful  "  in  hieratic  bears 
on  its  reverse  the  word  signifying  "  criminal,"  i.e.,  something 
fatal  to  material  progress,  in  demotic.  Nor  is  this  connection 
between  the  two  words  so  rare  as  to  dwindle  to  a  coincidence. 
On  the  contrary,  it  is  so  invariable  as  to  establish  identity, 
they  plainly  indicating  two  phases  of  one  thing,  viz.,  of  "  that 
which  is  injurious  to  man." 

A  necessary  result  of  this  discovery  of  the  absolute  identity 
of  scriptural  ethics  and  scientific  economics  is  to  immeasurably 
enhance  the  practical  importance  of  the  Bible,  seeing  that 
for  one  man  who  can  be  trained  and  trusted  to  perceive  the  ulti- 
mate economic  consequences  of  any  particular  act  or  class  of 
acts,  ten  thousand  can  declare  with  certainty  their  present  agree- 
ment or  disagreement  with  Biblical  requirements.  Directly, 
therefore,  it  is  generally  accepted  that  what  the  Bible  declares 
to  be  morally  wrong  is  merely  another  way  of  describing  what 
Economic  Science  declares  to  be  socially  injurious,  at  once 
marching  orders  become  available  for  the  simplest  private 
identical  in  meaning  with,  and  more  extended  in  scope  than, 
those  detailed  scientific  instructions  which  can  only  be  utilised 
by  his  appointed  leaders  ;  and  this  is  the  more  important, 
seeing  that  belief  in  the  divine  origin  of  these  marching  orders 
carries  with  it  for  the  private  a  germ  of  the  only  power  en- 
abling him  to  obey  them,  whereas  knowledge  of  these  scientific 
instructions,  however  essential  for  the  leader,  carries  with 
it,  as  we  have  already  learnt,  no  power  enabling  him  to 
execute  them. 

Plainly,  however,  obedience  to  these  orders  in  their  entirety 
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is  not  compatible  with  an  investigation  by  each  soldier  of  all 
the  reasons  he  can  discover  for  disputing  the  signature,  the 
style,  or  the  date  of  each  separate  order,  still  less  for  detain- 
ing the  whole  army  on  its  prescribed  march,  or  letting  it 
wander  as  a  mob  without  any  orders  at  all,  until  each  of  these 
questions  is  authoritatively  decided.  Not  that  the  result  of  such 
decision  need  in  any  way  be  doubted  did  materials  exist  for 
discovering  the  truth  by  this  method,  or  any  capacity  in  the 
investigators  for  recognising  it  if  discovered.  But  they  do 
not ;  so  that  still  the  choice  must  always  lie  between  the 
acceptance  of  orders  which,  when  obeyed,  have  never  led  men 
wrong,  and  the  adoption  of  conclusions  which,  when  followed, 
have  never  led  men  right. 

For  Reason,  when  trusting  exclusively  to  its  own  inductive 
powers,  cannot  point  to  a  single  instance  in  the  past  justifying 
faith  in  its  right  direction  of  men's  conduct  in  the  future.     For 
leaving   out   of  account    the   vastest,   most    solid,   and    most 
effective  machine  it  has  ever  constructed  for  this  purpose,  the 
Juristic  system  of  Rome,  as  being  a  product  of  pagan  times, 
although    adopted    as    just    and    beneficent    by    Christians, 
confirmed     and     codified     by    a     Christian     Emperor,    and 
reverenced  by  a  long  and  unbroken  line  of  Christian  Lawyers, 
a  machine  so  contrived  that  its  continuous  working  is  fatal  to 
economic  progress,  destructive   of  industrial   prosperity,  and 
prohibitive  of  personal  freedom — leaving  out  of  account,  I  say, 
this  monumental  product  of  "  pure;'  Reason,  let  us  consider  its 
three  greatest  modern  triumphs,  entitled   respectively  "  The 
Principles     of      Political     Economy,"     "  The     Science    and 
Practice   of   Banking,"   and   "The    Higher    Criticism    of  the 
Bible."     No  other  achievements  of  human  Reason,  outside 
the  fertile  fields  of  Natural  Science,  being  able  for  a  moment 
to  compare  with  these  in  economic    and   social   importance. 
Now  of  these  three  achievements  the  two  first  are  constructive 
in  their  nature,  while  the  last  is  destructive.     But  of  what  are 
the  former  constructive,  and  of  what  is  the  latter  destructive  ? 

"  The  Principles  of  Political  Economy  "  are  constructive  of 
a  subtle  and  organised   system   of  robbery,  sanctioning   the 
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plunder  of  class  by  class,  in  such  a  way  to  ensure  the 
successive  ruin  of  every  people  that  consistently  applies  it. 
It  is  a  system  which  we  have  shown  to  be  carefully  reproduc- 
tive in  theory  of  the  identical  principles  previously  reduced 
to  practice  in  Roman  Law. 

"  The  Science  and  Practice  of  Banking "  is  a  masterly 
improvement  upon  both  the  Principles  of  Political  Economy 
and  the  Practices  of  Roman  Law  ;  for  while  the  latter  are 
merely  constructive  of  a  subtle  and  organised  system  of 
robbery,  the  former  rises  to  the  higher  flight  of  a  still  subtler 
and  more  highly  organised  system  of  fraud  ;  which,  pretend- 
ing to  supply  an  essential  but  unrecognised  want  of  civilised 
life,  the  provision  of  public  safes  for  the  reception  of  private 
deposits,  teaches  how  these  deposits  may  be  embezzled  when 
received,  how  others  may  be  manufactured  and  spent  which 
have  not  been  received  at  all,  and  billions  of  worthless 
cheques  upon  these  non-existent  deposits  circulated  as 
genuine  transfers  of  real  money  units,  until  the  number  of 
these  latter  in  existence  is  as  a  drop  in  the  ocean  of  the 
spurious  cheques  and  deposits  pretending  to  be  redeemable 
in  them. 

Thus  the  constructive  powers  of  Reason  during  the 
eighteenth  and  nineteenth  centuries,  animated  by  the  "  best 
intentions,"  working  in  fields  daily  traversed  by  myriads  of 
men,  and  dealing  with  actions  of  the  commonest  and  simplest 
kind,  have  been  able  to  achieve  nothing  higher  as  their 
greatest  triumph  than  the  perfecting  of  two  systems  for 
accumulating  wealth — one,  for  general  use  by  all  owners  of 
property,  requiring  the  commission  of  continuous  acts  of 
robbery;  the  other,  for  special  use  by  a  favoured  few,  requiring 
the  commission  of  continuous  acts  of  fraud.  But  inasmuch 
as  the  true  nature  of  these  two  systems  is  constantly  liable  to 
exposure,  and  therefore  the  whole  fabric,  so  laboriously  con- 
structed, to  destruction,  the  work  of  Reason  is  plainly 
incomplete  so  long  as  any  standard  of  truth  is  accepted  as 
infallible  by  a  reference  to  which  this  exposure  is  certain  to 
be  effected  in  the  end.     Not  that  without  such  exposure  the 
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fabric  itself  could  endure.  Robbery  eventually  must  produce 
ruin,  and  fraud,  eventually,  must  fail  to  fulfil  its  promises. 
But  without  such  a  standard  the  ruin  would  be  ascribed  to 
every  cause  but  robbery,  and  the  failure  to  every  cause  but 
fraud.  So  that  Reason  would  still  remain  supreme,  and  incite 
men  to  new  crimes  on  pretence  of  repairing  the  effects  of  old 
ones. 

Thus  the  constructive  work  of  "  Pure"  Reason  can  never 
be  complete  without  a  complementary  destructive  one,  viz., 
that  of  the  sole  authority  capable  of  reviewing  and  condemn- 
ing its  "conclusions."  This  authority  is  the  Bible.  For  the 
Bible  discredited,  suppressed,  or  destroyed,  no  robbery  is  too 
outrageous,  no  fraud  too  flagrant,  but  Reason  and  "  good 
intentions"  can  secure  its  success  for  a  season.  It  is  to  this 
work  of  destruction,  therefore,  that  Reason  in  the  guise  of 
"  Antiquarian  Truth  "  and  under  the  name  of  "  The  Higher 
Criticism  "  has  finally  devoted  itself.  With  what  success  the 
rejection  of  the  Bible  by  some  of  the  acutest,  most  influential, 
and  practical  minds  of  the  day  can  testify.  These  blindly 
accepting  verdicts  about  facts  thousands  of  years  old  which 
they  would  deride  as  nonsense  if  similarly  come  to  about 
facts  of  yesterday.  Their  conscious  reason  for  such  contra- 
dictory actions  being  that  in  this  latter  case  they  can  them- 
selves realise  the  worthlessness  of  the  evidence  produced, 
whereas  in  the  former  they  cannot.  Their  unconscious 
reason  being  the  craving  they  cannot  help  feeling  for 
perfect  freedom  to  act  themselves  as  their  own  reason 
dictates. 

We  need  not  further  trouble  ourselves,  then,  with  the 
Higher,  Lower,  or  any  other  Criticism  seeking  to  discredit 
the  Bible,  knowing  the  motives  which  inspire  the  critics,  wholly 
unrecognised  often  by  themselves,  and  the  end  to  which  their 
labours  lead.  Every  generation  produces  its  own  crop  of 
such  efforts,  each  taking  the  form  that  most  appeals  to  the 
desires,  the  weaknesses,  or  the  wrongs  of  a  special  class. 
Sensualism,  Materialism,  Rationalism,  Communism,  Socialism, 
Anarchism,   Hellenism,  Sacerdotalism,  Higher  Criticism  ;  all 
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but  different  names  for  the  same  thing,  Animalism.  All 
different  expressions  of  one  abiding  desire,  that  of  those  who 
would  be  kings  of  the  earth  and  its  rulers,  who  "  Take 
counsel  together  against  the  Lord  and  His  anointed,  saying, 
Let  us  break  their  bonds  asunder,  and  cast  away  their  cords 
from  us."  But  if  for  no  other  reason  than  the  operation  of 
economic  laws,  we  know  now  why  it  is  that  "  He  that  sitteth 
in  the  heavens  shall  laugh  :  the  Lord  shall  have  them  in 
derision."  Seeing  that  with  these  restraining  bonds  broken, 
and  these  directing  cords  cast  away,  no  other  economic  fate 
is  possible  but  social  failure  and  national  disaster. 

The  Bible  then  being  accepted  as  the  only  infallible  guide 
for  conduct,  as  to  Governments  through  the  Laws  delivered 
to  Moses,  as  to  individuals  through  the  example  and  precepts 
of  Christ,  the  former  sternly  forbidding  additional  legislation, 
the  latter  incapable  of  enforcement  by  any,  let  us  note  the 
permanent  cause  of  conflict,  both  in  letter  and  in  spirit, 
between  the  simple  code  of  the  Hebrews  and  the  complex 
system  of  Rome.  For  only  by  so  doing  can  we  realise  how, 
in  proportion  as  the  former  replaces  the  latter,  the  present  all 
but  insurmountable  le^al  barriers  would  be  removed  which 
now  prohibit  the  extension  amongst  individuals  of  Christian 
practices. 

"  Thou  shaltnot  steal."  This  simple  prohibition  covers  all 
the  economic  legislation  of  the  Bible,  and  means  that  no  man 
by  force  or  fraud  shall  possess  himself  of  the  property  of 
another.  This  law  rests,  therefore,  upon  the  solid  foundation 
of  personal  property,  so  that  its  mere  statement  brushes  aside, 
as  unmeriting  notice  even,  the  vagaries  of  Communism, 
Socialism,  and  Anarchism.  But  it  assumes  a  common  know- 
ledge of  what  property  is,  for  not  only  is  the  word  itself  never 
defined  in  the  Bible,  but  it  is  never  even  mentioned.  It  is 
just  at  this  point,  therefore,  that  the  Roman  system  branches 
off  from  the  Hebrew,  and  never  afterwards  approaches  it.  For 
the  Roman  Law  also  forbids  to  steal.  But  it  assumes  that 
entire  classes  of  property  belong  to  one  set  of  men,  non-pro- 
ducers, which  the  Bible  vests  in  another,  its  producers.      From 
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the  very  beginning,  therefore,  there  is  an  absolute  contradiction 
between  the  two  systems.  What  the  Hebrew  Law  regards 
as  the  property  of  one  man,  the  Roman  Law  regards  as  the 
property  of  another.  Necessarily,  therefore,  what  the  Roman 
holds  as  theft  from  owners,  the  Bible  regards  merely  as 
recovery  from  robbers.  Thus  the  two  systems  have  nothing 
in  common  but  names,  which  bear  exactly  opposite  meanings 
according  as  they  are  expressed  in  Latin  or  Hebrew.  There 
can  therefore  be  no  question  of  compromise  between  them, 
but  merely  of  which  is  true  and  which  is  false,  for  they  flatly 
contradict  each  other.  It  is  from  this  same  point,  the  definition 
of  property,  that  the  economic  system  here  set  forth  departs 
from  the  orthodox  system.  For  this  latter  assumes,  just  as 
the  Bible  did,  a  common  knowledge  of  what  property  is,  and 
nowhere  defines  it.  But  the  conception  of  property  universally 
prevalent  when  Smith,  Ricardo,  and  Mill  wrote  was  the 
Roman  conception.  Necessarily,  therefore,  their  theories  and 
principles  are  merely  walls  of  dialectic  drawn  round  and 
defending  Roman  practices.  But  the  conception  of  property 
here  set  forth  is  the  Hebrew  conception,  or  rather  it  is  that 
which,  it  cannot  be  doubted,  was  universal  in  the  primitive 
world,  and  still  survives  in  China,  for  instance.  It  is,  in  short, 
that  prevalent  in  the  time  of  Moses,  and  which  the  Bible  takes 
for  granted  in  all  its  requirements. 

Now  this  primitive,  or  Bibical,  conception  of  property  rests 
upon  production,  but  the  Roman  upon  possession,  and  not 
even  personal  possession  but  legal,  a  far  more  extended  and 
indefinite  thing.  The  former  resulting  from  personal  labour, 
the  latter,  as  a  rule,  from  superior  force,  exercised  originally 
through  a  monopoly  of  arms,  but  eventually  through  a 
monopoly  of  money. 

In  the  modern  world,  permeated  as  it  is  by  the  spirit  of 
Christ,  a  spirit  which  is  wholly  Hebrew  in  its  conceptions,  the 
primeval  view  of  property  is  again  reviving,  and  by  innumer- 
able pens,  the  Hebrew  rights  of  producers  are  being  reasserted, 
as  against  the  Roman  rights  of  possessors,  but  as  if  this 
assertion  was  a  modern  discovery,  and  the  former  rights  never 
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before  heard  of.     No  doubt  this  book  is  merely  a  product  of 
the  same  tendency  differing  from  others  solely  in  going  higher 
up  the  stream    of  Time,  and  discovering    that    truth    about 
property  can  be  found,  not  in  man's  natural  or  animal  desires, 
but  only  in  those  springs  of  righteousness  welling  up  from  the 
throne  of  God.      It   is   this  discovery,   old   as   man   himself, 
that     alone   gives    him    confidence    in    the    validity    of    his 
conclusions,  since,  apart  from  the  confirmation  thus  obtained, 
there  is  no  reason  why  the  principles  here  set  forth  should 
approach    any  nearer    to    absolute    truth    than    those  which, 
having  proved  themselves  false  in  practice,  the  world  is  now 
rejecting.       No  reason  indeed  why  they  should  approach  as 
near,  since,  in  mere  intellectual  power,  the  writer  does  not  pre- 
sume to  compare  himself  with  the  mental  Goliaths  of  Orthodox 
Economics.     But  by  strength  shall  no  man  prevail.     Indeed, 
he  claims  for  his  work  no  other  position  in  Economics  than  is 
occupied  by  the  Rosetta  Stone  in  Philology — that  of  trans- 
lating  into    one    comprehensible    living    language   what    has 
hitherto  remained  contradictory  and  incomprehensible  in  three 
dead  ones.     For  the  precepts  of  the  Bible,  the  principles  of 
Political  Economy,  and  the  "science"  of  Banking  stand  now 
as  distinct  and  conflicting  as  if  they  had  not  the  slightest 
connection  with  each  other,  and  yet  were  equally  true  and 
authoritative    in    their    several    and    separate    spheres.     The 
'effect  of  which  intellectual  confusion  has  been  to  pack  the 
daily  actions  of  civilised  life  into  many  different  compartments, 
each  shut  off  from  the  other  by  morally  water-tight  bulkheads. 
Apart  from  "  business,"  all  men  are  supposed  to  regulate  their 
actions,  less  or  more  correctly,  by  a  common  Biblical  standard. 
But    in   its   conduct  this   single   Biblical   standard   is   openly 
replaced    by    many   industrial     and    commercial    ones,    each 
occupation,  in  fact,  creating  a  special  one  for  itself,  in  such 
sort  as  best  to  utilise  or  escape  from  conditions  created  by  law. 
Modern  commercial   moralities,   therefore,  are  the  legitimate 
children  of  modern  commercial  law,  and  modern  commercial 
law  is  nothing  but  an  emasculated   form  of  ancient  Roman 
Law,  identical  with  it  in  spirit  and  effect,  and  differing  only  in 
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intention  and  penalty.  With  Hebrew  Law  it  has  nothing  in 
common,  for  this  completely  ignored  the  private  and  voluntary 
arrangements  of  merchants  and  money-lenders. 

But  the  enforcement  of  Roman  Law  in  the  ancient  world 
made  general  commercial  honesty  impossible  ;  so  much  so 
that  Mercury  was  naturally  worshipped  at  the  same  time  as 
the  god  of  merchants  and  the  god  of  thieves.  Under  the 
Hebrew  or  voluntary  system,  however,  general  commercial 
dishonesty  was  impossible,  simply  because  the  man  who 
broke  his  oath,  and  commercial  contracts  were  generally  con- 
firmed by  an  oath,  thereby  disqualified  himself  for  further  credit. 
The  contrasting  effect  of  these  two  systems  is  vividly  illustrated 
to-day  (i)  by  the  increasing  unfaithfulness  in  monetary  matters 
of  the  commercial  classes  in  Great  Britain  and  the  United 
States,  as  compared  with  the  conspicuous  faithfulness  in  such 
matters  of  the  betting  fraternity  of  both  countries  ;  fulfilment 
of  engagements  amongst  the  former  being  enforced  upon 
Roman  principles,  but  amongst  the  latter,  and  far  more 
effectively,  solely  by  dread  of  losing  credit.  (2)  By  the 
acknowledged  faithfulness  in  the  discharge  of  contracts  in 
British  India,  before  the  enforcement  of  British  (Roman)  laws, 
and  in  China  to-day,  where  the  system  is  still  Hebraic,  as 
compared  with  the  continuous  deterioration  of  commercial 
morality  in  the  former,  consequent  upon  such  enforcement. 

Banking  morality  is,  of  course,  a  purely  modern  production, 
fearful  and  wonderful  in  its  nature,  an  intellectual  Franken- 
stein, contrived  by  "  pure "  Reason  on  purpose,  one  might 
suppose,  to  ensure  the  wrecking  of  modern  civilisation.  It 
has  resulted,  indeed,  in  the  most  stupendous  fraud  the  world 
has  ever  known,  the  very  magnitude  of  which  makes  it  appear 
incredible,  since  it  has  transformed  the  civilised  instrument 
Money,  through  which  alone  the  Roman  conception  of 
property  can  now  be  enforced,  from  the  real  thing  it  was  in 
ancient  Rome  to  the  manifest  lie  it  is  in  Modern  Britain. 

That  this  gigantic  falsehood  has  itself  led  up  to  and  made 
inevitable  the  acceptance  of  vital  truths  is  in  no  way  due  to 
the  operations  of  Reason,  but  solely  to  the  increasing  obedience 
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yielded   in   many  directions   to   that  beneficent  and  supreme 
Power  which  is   able  out  of  evil   to  bring  forth  good  ;  out  of 
bitter,  sweet ;  out  of  death,  life.     These  vital  truths  concern 
the  real  nature  of  that  life-blood  of  each  civilised  community — 
its  currency  ;  what  its  units  represent,  what  are  the  functions 
of  banks  and  money-brokers  respecting  it,  what  is  the  sole 
authority  capable  of  making  and  regulating  its  issues  without 
injury  to  the  whole  state.     A  recognition  of  which  vital  and 
primary  truths  constitute  a  first  and  essential  step  towards 
that  return  to  primitive  and  Hebraic  principles,  and  abandon- 
ment of  Roman  ones,  which  has  been  insisted  upon  in  this 
work,  not  merely  as  just  in  itself  and  indispensable  to  an  ex- 
tended practice  of  Christian  precepts,  but  as  essential  to  the 
maintenance   and   extension  of  Britain's  prosperity,  and  the 
restoration  to  her  of  that  industrial  and  commercial  superiority 
of  which,  under  her  present  system  of  fraudulent  money  and 
banking,  she  is  being  yearly  more  effectually  deprived.     Such 
deprivation  results,  however,  not  from  the  natural  competition 
of  rival  nations,  but  from  the  artificial  burthens  now  placed 
upon  Britain's  farmers,  wage-earners,  merchants,  and  investors 
by  the  legalised  frauds  of  her  own  money-brokers  and  the 
injurious  ignorance  of  her  own  legislators. 

And  that  the  principles  here  advocated  are  not  merely 
reasonable  principles,  for  orthodox  ones  seemed  that,  but 
what  is  much  more  important,  are  fully  supported  by  the 
experience  of  practical  Christian  men  in  every  part  of  the 
world,  is  made  manifest  by  the  increasing  recognition  of 
certain  commonplace  facts,  for  which  hitherto  no  satisfactory 
economic  explanation  has  been  forthcoming.  These  facts 
divide  themselves  into  four  groups  :  Agricultural,  Industrial, 
Commercial,  and  Political. 

Agricultural. 

Under  this  heading  the  chief  facts  are: — 
(i)  That  the  prosperity  of  every  country  as  a  whole  varies 
with  the  abundance  or  paucity  of  its  harvests. 
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(2)  That  the  pro5perity  of  the  cultivators  producing  these 
harvests  depends  upon  the  security  of  their  estates  in  land. 

(3)  That  the  security  of  such  estates  in  land,  wherever 
money  rents  are  paid,  depends  upon  stability  in  the  price  of 
food. 

Industrial. 

Under  this  heading  the  chief  facts  are  : — 

(1)  That  no  limit  can  be  put  to  a  fall  in  wages  unless  Wage- 
earners  are  free  to  become  agriculturists  when  they  cannot 
sell  their  manufactures  to  advantage. 

(2)  That  it  is  impossible  to  reconcile  or  apportion  the 
respective  interests  of  Wage-earners  and  Merchants  in  the 
value  received  from  Customers  so  long  as  Merchants 
monopolise  the  machines  of  Wage-earners. 


Commercial. 

Under  this  heading  the  chief  facts  are: — 

(1)  That  the  giving  of  credit  to  Customers  is  fatal  to  the 
prosperity  of  trade.  As  the  forced  sales  of  bankrupt  stock, 
made  inevitable  by  such  credits,  prohibit  the  gaining  of  fair 
profits  by  solvent  shopkeepers. 

(2)  That  the  advance  against  "  security  "  of  spurious  money 
by  "  Bankers  "  is  fatal  to  the  profits  of  true  Merchants  and 
the  dividends  of  true  Investors,  since  it  deprives  "  good 
character "  of  its  otherwise  inevitable  monopoly  of  credit, 
and  excludes  Investors  from  sharing  in  the  profits  of  trade. 

(3)  That  the  restriction  of  investments  with  merchants  to 
the  discount  of  three  months'  bills  prohibit  free  "  adventure  " 
in  trade  and  fair  competition  with  foreign  merchants  not  so 
restricted. 

(4)  That  the  legal  but  irredeemable  obligation  of  Bankers 
to    pay  their  deposits   in   gold    merely  provides  a   recurring 
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excuse  for  the  wholesale  robber)'  of  merchants  through  rises 
in  rates  of  discount. 

(5)  That  the  private  monopoly  of  highways,  whether  rail, 
road,  or  waterways,  is  the  cause  of  those  excessive  freights 
which  now  prohibit  the  free  multiplication  of  sales. 

(6)  That  internationally  in  money  prohibits  reciprocity  in 
trade,  and  deprives  British  Wage-earners  and  Merchants  of 
that  superior  cheapness  in  manufactures  which  otherwise 
could  not  be  taken  from  them. 


Political. 

Under  this  heading  the  chief  facts  are  : — 

(1)  That  the  collection  of  private  debts  by  the  State  is  not 
a  fulfilment  but  a  violation  of  its  duty  and  of  justice,  since  it 
is  the  cause  of  loans  being  made  to  those  unable  to  repay 
them,  and  so  everywhere  burthens  improvident  producers 
with  crushing  debts  to  non-producers. 

(2)  That  the  State's  one  means  of  benefiting  cultivators  is 
to  secure  them  in  possession  of  their  estates  in  land. 

(3)  That  the  State's  one  means  of  benefiting  Wage-earners 
and  Merchants  is  to  secure  freedom  of  sale  in  all  markets 
and  constant  reductions  in  freights  to  them. 

(4)  That  the  State's  one  means  of  securing  constant  reduc- 
tions in  freights  is  the  provision  of  increasing  facilities  for 
transport,  thereby  ensuring  increasing  competition  amongst 
Carriers. 

(5)  That  the  State's  only  means  of  satisfying  all  these 
requirements,  agricultural,  industrial,  commercial,  and  political, 
is  {a)  by  providing  public  safes  or  Banks  for  the  security  of 
private  deposits ;  (b)  by  transforming  the  entire  mass  of 
Money-brokers'  unlawful  issues  of  paper  money,  falsely 
pretending  to  be  convertible  in  Banks  into  fixed  weights  of 
gold,  into  lawful  issues  of  paper  money  really  convertible  in 
Markets  into  fixed  weights  of  food  ;  (c)  by  so  regulating  its 
issues    of   paper  food  tokens    as   to    ensure   stability,  on    an 
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average  of  years,  in  the  food  prices  ;  [d)  by  so  expending  its 
revenue  from  paper  issues  as  to  provide  merchants  with 
constantly  increasing  facilities  for  transport. 

Upon  the  inconceivable  superiority  of  an  economic  system 
which  requires  the  Government  to  constantly  give  to  the 
people  in  proportion  to  their  industry,  prosperity,  and 
fecundity,  over  one  which  requires  it  to  constantly  take 
from  them  in  the  same  proportion,  what  need  is  there  to 
dwell  ?  It  does  but  afford  another  instance  of  those 
miracles  when  anticipated  which  appear  no  miracles  when 
performed,  that  stultify  the  conclusions  of  "  pure  "  Reason,  ever 
incapable  of  perceiving  anything  but  present  loaves  and  fishes 
to  feed  future  multitudes,  and  so  denying  with  the  Rev. 
Robert  Malthus  the  possibility  of  their  being  fed,  wholly 
disregarding  the  manifest  fact  that  yet  larger  multitudes  have 
been  unfailingly  fed  in  the  past  upon  what  seemed  even 
scantier  provisions,  and  wholly  disbelieving  Christ's  cease- 
lessly verified  promise,  as  true  for  nations  as  for  individuals : 
"  Seek  ye  first  the  kingdom  of  God  and  His  righteousness, 
and  all  these  things  (the  necessities  and  comforts  of  life)  shall 
be  added  unto  you." 


APPENDIX1 


CONSEQUENCES  TO  ENGLAND  AND  INDIA  OF  THE  PAR- 
TIAL ADOPTION  BY  THE  LATTER  OF  THE  FORMER'S 
MONEY   UNIT 

Haying  dealt  in  a  general  way  in  Book  II.,  Chapter  VII., 
with  the  consequences  to  a  rich  country  (Great  Britain)  of 
the  adoption  of  her  money  unit  by  poorer  ones  (the  Continent 
and  the  States),  it  will  be  useful  to  consider  a  particular 
instance  of  such  adoption,  not  yet  fully  made,  but  in  process 
of  being  so,  and  not  by  any  foreign  and  therefore  rival  nation, 
but  by  England's  most  important  dependency,  British  India. 
For  no  more  instructive  example  could  be  found,  than  this 
latter  country  is  now  supplying,  of  a  careful  and  painstaking 
violation  of  every  governmental  duty  and  every  economic 
principle  in  respect  to  a  national  currency  and  its  regulation — 
which  violations,  because  of  the  enormous  number  of  human 
beings  affected  and  of  their  close  commercial  relations  with 
the  people  of  Great  Britain,  must  also  affect  these  latter  only 
little  less  injuriously  than  those  of  India  herself. 

The  subject  of  the  Indian  currency  can  be  approached  from 
two  opposite  sides,  the  Indian  and  the  British,  while  on  each 
side  it  can  be  viewed  from  four  separate  standpoints.  On 
the  Indian,  from  that  (i)  of  the  Indian  Government,  bound 
to  pay  yearly  large  sums  of  British  money  tokens  in  Great 
Britain  ;  (2)  of  the  Indian  depositor,  owning  large  hoards  of 
Indian  money  tokens  in  India;  (3)  of  the  Indian  cultivator, 
bound  to  pay  yearly  large  sums  of  Indian   money  tokens  as 

1  The  proper  place  for  this  Appendix  might  seem  to  be  after  Chap.  VII., 
Book  II.,  but  as  there  it  would  have  interrupted  the  general  argument,  it 
has  been  relegated  to  its  present  position. 
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rent  and  interest ;  (4)  of  the  Indian  merchant,  bound  to  obtain 
yearly  larger  sums  of  Indian  money  tokens  for  the  conduct  of 
his  trade.  On  the  British,  from  that  (1)  of  the  British 
Government,  bound  to  prevent  any  one  class  of  its  subjects 
from  robbing  another  ;  (2)  of  the  British  farmer,  bound  to  pay 
yearly  large  sums  of  British  money  tokens  as  rent  and 
interest ;  (3)  of  the  British  merchant,  bound  to  make  yearly 
some  profit  upon  his  trade  with  India  if  he  is  to  continue  it  ; 
(4)  of  the  British  depositor,  owning  large  sums  of  British 
money  tokens  deposited  in  British  Banks,  bound  to  be  repaid 
on  demand  in  gold. 

Naturally,  this  question  should  be  considered  first  from  the 
the  Indian  standpoint,  and  only  subsequently  from  the 
British.  But  seeing  that  in  our  application  of  the  principles 
of  this  work  we  have  confined  ourselves  hitherto  to  consider- 
ing "  the  hindrances  to  the  prosperity  of  the  British  people," 
we  must  reverse  this  natural  order,  and  consider  the  effect  of 
Indian  currency  changes  primarily  upon  the  prosperity  of 
Great  Britain,  and  only  subsequently  upon  that  of  India. 
Not  that  this  inverted  procedure  prejudices  the  latter  in  any 
way,  since,  if  our  conclusions  be  correct,  the  country  most 
affected  will  always  benefit  most  from  the  application  of  true 
principles,  no  matter  how  arrived  at,  as  well  as  suffer  most 
from  the  application  of  false  ones,  no  matter  why  or  by  whom 
applied. 

Great  Britain — (1)  The  British  Government. 

The  primary  judicial  duty  of  every  civilised  government 
being  to  prevent  robbery  of  one  individual  or  of  one  class  by 
another,  upon  the  effective  discharge  of  which  duty  all 
assured  economic  progress  depends,  falsification  of  the  value 
of  the  national  money  token,  in  which  all  produce  and  labour 
contracts  between  individuals  and  classes  come  to  be  ex- 
pressed, is  of  all  causes  the  most  fruitful  of  such  robbery, 
and,  therefore,  the  most  carefully  to  be  prevented  by 
the    Government.      But    to    prevent   such   falsification,    it   is 
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obviously  necessary  that  the  Government  shall  retain  under 
its  own  control,  so  far  as  is  essential  for  this  purpose,  the 
regulation  of  national  food-prices,  since  it  is  only  by  general 
movements  in  these  that  produce  and  labour  contracts,  when 
expressed  in  terms  of  national  money  units,  are  falsified. 
The  more  completely,  then,  the  control  of  national  food-prices 
passes  out  of  the  hands  of  any  government,  the  more  incapable 
does  it  become  of  discharging  its  primary  judicial  duty,  and 
consequently  of  promoting  the  economic — i.e.,  the  material — 
prosperity  of  its  people.  While  the  more  completely  such 
control  passes  into  the  hands  of  foreign,  rival,  and  it  may  be 
hostile  peoples,  the  more  certain  is  it  that  such  prosperity  will 
not  be  considered  at  all.  To  prevent  foreign  nations,  therefore, 
obtaining  any  sort  of  control  over  national  food-prices  must 
always  be  the  policy  of  every  wise  and  patriotic  government ; 
while  to  force  such  control  upon  them  may  be  described  as 
a  policy  fit  only  for  Bedlamites ;  and  yet  it  is  this  latter  policy 
which  the  British  Government  have  deliberately  adopted, 
when,  after  permitting  250,000,000  of  people,  poorer  than  the 
50,000,000  in  Great  Britain  and  her  colonies,  to  employ  the 
same  money  units  as  is  in  use  amongst  them,  and  so  trans- 
ferring to  this  immense  majority  the  determination  of  food- 
prices  for  all,  they  are  now  compelling  its  employment  by 
another  and  yet  poorer  250,000,000  (the  inhabitants  of  British 
India),  and  thus  ensuring  a  future  and  further  fall  in  British 
food-prices,  and  a  future  and  further  falsification  of  those  pro- 
duce and  labour  contracts  expressed  in  terms  of  British 
money,  which  the  British  Government  will  yet  hold  itself 
obliged  to  enforce. 


Great  Britain— (2)  The  British  Farmer. 

In  respect  to  the  British  Farmer,  we  have  shown  con- 
clusively (Part  II.  Chap.  VII.)  that  the  continuous  fall  in 
British  food-prices  since  1874,  which  has  wrought  such  disaster 
to    British    agriculture,    and    forced    out   of   cultivation   such 
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enormous  and  increasing  areas  of  British  land,  has  been  due 
not  to  the  several  causes  usually  ascribed,  but  to  one,  much 
simpler  and  more  easily  understood,  which  has  not  been 
ascribed  at  all.  Not  to  any  diminution  in  the  supply  of  gold 
in  Great  Britain,  for  this  supply  has  not  diminished,  but  in- 
creased (Table  XXV.).  Not  to  any  increase  in  the  demand 
for  gold  as  money,  for  this  demand  has  not  increased  in  Great 
Britain,  but  diminished  (Table  XXXI.)  ;  not  to  any  contraction 
in  the  British  currency,  for  this  currency,  consisting  now  of 
cheque  pounds  in  place  of  sovereigns  and  bank-notes,  has  not 
contracted,  but  expanded  (Table  XXV.) ;  not  to  any  in- 
crease in  the  imports  of  food,  for  imports  relatively  much 
larger  prior  to  1874  produced  no  fall  in  British  food-prices  at 
all  (Table  XXXII.) ;  but  to  the  direct  competition  for  British 
money  units  in  British  markets  then  first  set  up  between 
British  food-producers  and  the  much  poorer  ones,  of  whatever 
foreign  countries  had  adopted  Britain's  money  unit  (a  fixed 
weight  of  gold)  as  their  own  real  or  nominal  standard.  For 
prior  to  1874  no  foreign  farmer  could  send  his  food-products 
into  British  markets  except  in  order  to  take  British  manu- 
factures out  of  them,  for  British  money  units,  not  being 
current  in  his  own  country,  were  valueless  to  him  as  money. 
Prior  to  1874,  therefore,  imports  of  foreign  food,  no  matter 
how  large,  did  not  lower  the  level  of  British  food-prices 
(Table  XXXII.);  but  only  raised  the  value  of  British  manu- 
factures and  the  rate  of  British  wages.  Subsequent  to  that 
year,  however,  the  flood-gates  were  opened  ;  for  by  adopting 
the  British  money  unit  as  their  own,  the  food-producers  of 
all  poorer  gold-using  countries  were  freed  from  all  obligation 
to  take  British  manufactures  in  return  for  their  food-products, 
and  enabled  to  take  British  money  units  instead,  and  with 
them  purchase  manufactures  wherever  their  price  in  those 
units  was  lowest.  The  alternative  thus  secured  of  necessity 
produced  (1)  a  continuous  fall  in  British  food-prices,  as 
increasing  quantities  of  food  from  poorer  and  poorer  countries 
competed  in  British  markets  for  British  money  units  with 
British  food-products  (Table  XXXII.) ;  (2)  a  continuous  fall  in 
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the  price  of  British  manufactures,  since  the  foreign  holders  of 
British  money  units  were  now  enabled  to  dictate  their  own 
terms  to  British  manufacturers,  and  say,  "  If  you  don't  accept 
the  prices  we  offer,  we  will  take  our  custom  and  your  money 
to  rival  and  cheaper  countries  and  there  make  our  purchases 
•of  manufactures,"  a  procedure  impossible  prior  to  1874.  A 
necessary  consequence  of  this  monetary  revolution  was  an 
immediate  and  remarkable  stoppage  in  growth  of  British 
exports  (Table  XXXV.),  in  spite  of  an  enormous  and  un- 
precedented increase  in  the  world's  demand  for  manufactures. 
Nor  is  it  possible  to  avoid  such  consequences  directly  poor 
countries,  in  which  prices  are  low  because  the  use  and 
circulation  of  money  is  small,  come  into  competition,  by 
adopting  the  same  money  unit,  with  rich  ones,  in  which  prices 
are  high  because  the  use  and  circulation  of  money  is  large. 
For  any  given  kind  of  money  will  always  tend  to  flow  to 
wherever  its  purchasing  power  is  highest,  i.e.,  to  wherever 
prices,  as  measured  in  it,  are  lowest  throughout  the  whole 
area  of  its  circulation.  To  suddenly  increase  this  area,  there- 
fore, by  large  regions  where  lower  prices  prevail  is  to 
immediately  reduce  demand  in  the  area  of  higher  prices  and 
increase  it  in  those  of  lower  ones  ;  while  if  the  same  cause 
that  produces  those  extensions  also  lowers  the  already  low 
level  of  prices  in  them  (as  follows  the  change  from  a  silver 
currency  to  a  gold  one),  the  flow  of  money  from  the  higher  to 
the  lower  level  of  prices  is  only  accelerated  thereby.  What- 
ever extends  the  currency  of  any  country's  money  tokens  to 
new  countries,  prior  to  an  attainment  by  these  latter  of  com- 
parative equality  with  the  former  in  the  use  and  circulation  of 
money,  is  necessarily  injurious  to  the  richer  country  ;  while 
the  extent  of  such  injury  and  the  classes  affected  by  it  will 
entirely  depend  upon  the  number  of  inhabitants  in  these  new 
countries,  and  the  nature  and  extent  of  their  surplus  labour- 
products. 

Now  the  populations  of  all  the  different  countries  brought 
into  monetary  competition  with  Great  Britain  since  1874 
number  roughly  about  250,000,000,  composed  of  peoples  in 
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every  stage  of  civilisation,  from  that  of  nomads  in  Tartary, 
who  raise  no  surplus  labour-products  for  export,  not  even 
food,  to  that  of  manufacturers  in  the  United  States,  Belgium, 
France,  and  Germany,  who  are  as  advanced  as  those  of  Great 
Britain.  Owing  to  the  immense  variety  of  labour-products 
thus  brought  into  direct  monetary  competition  with  those  of 
Great  Britain,  probably  no  single  department  of  British 
industry  has  escaped  uninjured  from  the  pressure  of  this  new 
competition,  but  undoubtedly  that  which  has  suffered  most,, 
because  of  its  foreign  competitors  being  the  most  numerous 
and  the  poorest,  is  the  department  of  agriculture.  Thus  the 
injury  to  Great  Britain  inseparable  from  the  adoption  of  her 
money  units  by  250,000,000  of,  on  the  average,  vastly  poorer 
peoples,  has  proved  most  conspicuous  in  respect  to  British 
Agriculturists  and  British  Agriculture,  the  extent  of  such 
injury  being  vividly  revealed  by  a  fall  in  the  average  price 
of  her  staple  food-product,  wheat,  from  55s.  per  quarter  in 
1870-4  to  24s.  yd.  in  1895-6,  and  a  reduction  in  the  area 
of  land  producing  this  staple  from  3,840,000  acres  in  1872  to- 
1,456,000  in  1895. 

With  this  object-lesson  before  them  of  the  consequences- 
to  Great  Britain  of  the  currency  of  her  money  unit  being 
extended  to  250,000,000  poorer  peoples,  only  a  small  pro- 
portion of  whom,  however,  have  any  trading  transactions 
with  her,  what  is  the  British  Government,  in  agreement  with 
that  of  India,  now  in  process  of  doing?  What  but  extending 
the  currency  of  the  British  money  unit  to  250,000,000  more  of 
even  yet  poorer  peoples ;  so  poor,  indeed,  that  they  export 
practically  no  manufactures  at  all,  but  only  food-stuffs  and 
raw  materials,  and  yet  so  intimately  connected  in  trade  with 
Great  Britain  that  the  vast  majority  of  those  millions  make 
annually  some  purchases,  however  small,  of  her  manufactures. 
If  the  past  has  any  message  to  deliver  to  the  present  and  the 
future,  then  in  trumpet  tones  this  must  be  that  if  this  last 
extension  of  the  currency  area  of  the  British  pound  be 
successfully  carried  out,  it  must  complete  that  ruin  of  British 
Agriculture  which  the  first  has  so  effectively  begun. 
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Great  Britain — (3)  The  British  Merchant. 

"  The  thing  that  hath  been,  it  is  that  which  shall  be,"  and 
the  "  thing  that  hath  been "  to  the  British  merchant,  as  a 
consequence  of  the  use  of  the  British  money  unit  being 
•extended  to  250,000,000  of  poorer  people,  many  of  them 
producers  of  manufactures  at  far  cheaper  than  British  prices, 
is  that  immediately  these  lower-priced  manufactures  began  to 
•compete  for  the  custom  of  these  people  with  those  of  British 
origin,  the  exports  to  them  of  British  merchants,  which  had 
hitherto  been  steadily  increasing,  either  came  to  a  sudden 
standstill  or  began  to  fall  off  (Table  XXXIII.),  while  their 
exports  to  such  other  peoples  as  still  retained  their  distinctive 
money  units  continued  to  increase  as  before  (Table 
XXXIV.). 

TABLE  XXXVI. 
British  Exports  to  India. 

AVERAGE    ANNUAL    VALUE. 


1870-4 

1875-9       1880-4 

1885-9 

1890-4 

1895-8 

26,438,000 
100 

32,132,000     38,027,000 

* 

121               144 

38,262,000 

'45 

38,870,000 
"47 

35,527,000 
134 

But  amongst  these  "  other  peoples  "  have  hitherto  been  the 
inhabitants  of  British  India,  who,  up  to  1894,  continued  to 
retain  their  national  money  unit,  vis.,  a  fixed  weight  of  silver 
(165  grains)  coined  into  a  rupee.  Consequently,  since  the  year 
1874  (as  well  as  before  it)  and  up  to  1894,  the  volume  of 
British  exports  to  India  continuously  increased,  although 
not  satisfactorily  so  between  1884-94.  (See  above,  Table 
XXXVI.)  During  this  same  period,  however,  Britain's 
exports  to  all  countries  that  had  adopted  her  money  unit 
either  stood  still  or  fell  off,  as  just  stated,  and  this  for  the 
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very  obvious  reason  that  foreign  manufactures,  as  nowr 
measured  in  Britain's  internationalised  money  units,  undersold' 
British  ones  in  respect  to  constantly  multiplying  articles  and 
markets.  But  such  underselling  only  became  possible,  in  the 
vast  majority  of  cases,  because  the  new  competition  was  for 
internationalised  money  units  instead,  as  before,  for  local 
labour-products.  For  few  of  the  countries  now  underselling 
Great  Britain  are  in  a  position  to  accept  such  local  labour- 
products  in  exchange  for  their  manufactures  to  the  same 
extent  as  Great  Britain  can.  (See  p.  305.)  It  is  nothing, 
therefore,  but  the  international  factor  introduced  since  1874 
into  the  money  units  of  these  countries  that  now  enables 
some  of  them  to  filch  custom  away  from  Great  Britain. 
Remove  this  factor,  and  automatically  this  country  must 
recover  her  former  economic  superiority.  It  is  the  absence 
or  presence,  consequently,  of  an  international  factor  in  the 
currency  of  any  non-manufacturing  country  that,  apart  from 
discriminating  or  protective  duties,  decides  whether  the 
merchants  of  Great  Britain  or  those  of  her  poorer  manufacturing 
rivals  shall  monopolise  custom  in  that  country's  markets. 

Now,  India  is  virtually  a  non-manufacturing  country,  and' 
up  to  1894  there  has  been  no  international  factor  in  her 
currency.  British  merchants,  consequently,  have  practically 
monopolised  Indian  markets,  over  70  per  cent,  of  all  Indian 
imports  coming  from  the  United  Kingdom,  and  less  than  30 
per  cent,  from  all  other  countries.  Nor  is  this  monopoly  of 
trade  in  any  way  due  to  England  being  the  over-lord  of 
India,  for  she  imposes  no  discriminative  duties,  but  solely  to 
the  relative  economic  conditions  of  Great  Britain,  her  foreign 
rivals,  and  India. 

Seeing,  then,  that  British  merchants  have  hitherto  enjoyed  a 
practical  and  national  monopoly  of  Indian  markets,  obtained 
not  through  the  imposition  of  oppressive  duties,  but  through 
the  offer  of  superior  values,  what  is  the  Government  of  Great 
Britain,  in  agreement  with  that  of  India,  now  in  process  of 
doing  ?  What  but  depriving  British  merchants  of  this  their 
natural  and  beneficial  monopoly,  and  creating  in  its  place  an 
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artificial  and  injurious  one  in  favour  of  foreign  merchants. 
The  means  adopted  to  give  effect  to  this  brilliant  and  states- 
manlike policy  being  the  forcing  upon  the  unwilling 
250,000,000  of  India  the  same  money  unit  (a  fixed  weight  of 
gold)  as  is  now  legally  common  to  Great  Britain  and  all  her 
poorer  commercial  rivals,  and  thus  enabling  the  manufacturers 
of  these  latter  to  undersell  her  own  in  all  the  markets  of  her 
own  great  dependency. 

Short  as  the  time  is  since  this  policy  was  inaugurated,  and 
imperfectly  as  it  has  yet  been  realised,  it  has  yet  been  in 
being  long  and  effectively  enough,  as  the  Table  on  the  next 
page  makes  clear,  to  have  already  inflicted  serious  injury  upon 
British  merchants,  and  bestowed  more  than  corresponding 
benefits  upon  foreign  ones. 

Those  who  take  the  trouble  to  compare  this  Table  and  its 
ratios  with  those  of  Table  XXVI.,  p.  224,  will  see  that  the 
same  cause  is  in  course  of  producing  exactly  the  same  effect. 
That  whereas  between  the  years  1870  and  1894  India's 
imports  from  Great  Britain  increased  practically  pari  passu 
with  her  total  imports,  directly  her  Government  began  to 
force  the  British  internationalised  money  unit  upon  India, 
and  this  measure  has  as  yet  been  successful  to  only  a  very 
small  extent,  immediately  her  imports  from  Great  Britain 
began  to  fall  off,  while  immediately  (and  this  in  spite  of 
famines)  those  from  Great  Britain's  European  rivals  spurted 
rapidly  ahead.  As  yet  the  ratio  of  these  latter  to  the  total  is 
small,  but  it  must  rapidly  increase  in  proportion  as  the 
Indian  Government  is  successful  in  making  cheaper  foreign 
manufactures  (as  measured  in  gold)  compete  for  Indian 
custom  with  dearer  British  ones. 


Great  Britain — British  Depositors. 

The  continued  existence  of  the  present  volume  of  British 
deposits  is  wholly  dependent,  as  we  have  learnt,  upon  the  de- 
lusion being  maintained  that  British  bankers  can  command 
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sufficient  supplies  of  gold  to  encash  the  cheques  of  depositors. 
Since  so  long  as  this  delusion  exists,  very  few  cheques  are 
permanently  encashed.  To  have  constantly  "  on  view,"  there- 
fore, quantities  of  gold  sufficient  to  maintain  confidence 
amongst  depositors  is  the  "  rock "  upon  which  the  present 
banking  system  of  Great  Britain  is  founded.  Necessarily, 
whatever  measure  tends  to  visibly  reduce  these  "  quantities  " 
must  seriously  imperil  the  British  banking  system.  But  no 
measure  is  so  calculated  to  bring  about  this  result  as  compul- 
sion being  suddenly  and  newly  laid  upon  enormous  numbers 
of  people  to  discharge  their  monetary  obligations  by  the 
payment  of  fixed  weights  of  gold,  instead  of,  as  hitherto,  by 
fixed  weights  of  silver,  especially  if  this  people  have  only 
reached  that  stage  of  economic  development  in  which,  though 
the  use  of  money  has  become  universal,  that  of  public  banks 
is  only  just  commencing.  And  yet  this  is  exactly  the 
measure  which  the  Government  of  Great  Britain,  in  agreement 
with  that  of  India,  is  now  forcing  upon  the  250,000,000  of 
British  India,  when,  by  stopping  the  coinage  of  silver  rupees, 
and  freely  coining  nothing  but  golden  sovereigns,  newly 
made  legal  tender,  they  force  these  latter  into  increasing  use. 
But  under  its  rupee  currency  India  has  long  been  a  grave  for 
silver,  none,  practically,  of  the  enormous  quantities  of  that 
metal  annually  imported  having  hitherto  been  exported — and 
this  because  of  the  economic  condition  of  the  people,  who 
accumulate  their  deposits  as  private  "  hoards,"  and  do  not 
entrust  them  to  public  banks  for  safe  keeping.  With  fixed 
weights  of  gold  substituted  for  fixed  weights  of  silver  as  the 
material  of  its  money  units,  the  hoarding  of  gold  will  naturally 
and  gradually  replace  the  hoarding  of  silver  ;  though,  warned 
by  the  recent  gigantic  breach  of  faith  by  the  Government, 
there  will  be  very  little  conversion  of  gold  coins  into  bullion 
jewellery.  Owing  to  this  habit  of  private  hoarding,  none  of  the 
increasing  quantities  of  gold  henceforth  to  be  diverted  to 
India  will  be  available  as  heretofore  for  meeting  the  demands 
of  British  bankers.  For  no  matter  how  high  they  raise  their 
rates  of  discount   in    Great   Britain,    they  will    not    thereby 
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draw   out   one   ounce  of  gold    from    the   hoards   of  Indian* 
depositors. 

Thus,  from  whatever  British  standpoint  the  policy  be  viewed 
of  forcing  upon  the  impoverished  250,000,000  of  British  IndU 
the  increasing  use  of  gold  as  the  material  of  their  money  unit,. 
the  consequences  promise  to  be  alike  disastrous.  For  to 
British  farmers  this  measure  means  a  further  heavy  fall  in 
British  food-prices  ;  to  British  merchants,  a  bonus-fed  com- 
petition by  foreign  rivals,  and  continuous  decrease  in  sales  to 
India ;  to  British  depositors  a  constant  reduction  in  the 
already  ludicrously  inadequate  "  reserves "  of  gold  held  by 
British  bankers. 

Let  us  now  ascertain  what  are  the  overwhelming  benefits 
to  result  to  the  250,000,000  inhabitants  of  India  from  having 
the  legal  money  unit  of  Great  Britain  forced  upon  them,  which 
would  alone  offer  some  excuse  for  the  complete  disregard 
shown  by  the  British  Government  for  the  vital  interests  of 
their  own  subjects. 

India — The  Indian  Government  as  Debtor. 

The  Government  of  India  is  in  the  unfortunate  position  of 
having  two  interests  to  serve — its  own  as  a  debtor,  and  the 
250,000,000  it  rules  over  as  a  government.  Theoretically,  of 
course,  these  dual  interests  are  supposed  to  be  identical ; 
practically,  they  have  recently  been  treated  as  antagonistic. 
Let  us  consider  each  separately. 

An  inadequate  appreciation  of  the  danger  of  incurring  debt 
in  terms  of  a  foreign  currency,  combined  with  the  delusive 
"  cheapness "  of  the  money  so  obtained,  has  induced  the 
Government  of  India  to  borrow  freely  in  England,  and  so  under- 
take the  obligation  of  paying  yearly  large  sums  of  Interest  to 
British  investors  in  British  pounds.  These  sums  have  risen 
from  a  little  over  £5,000,000  a  year  in  1870-4,  to  close  upon 
£9,000,000  a  year  in  1895-6. 

Further,  to  attract  able  Britons  to  her  service,  and  recom- 
pense them  for  spending  the  best  part  of  their  lives  in  it,  she 
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has  been  obliged  to  pay  annually  an  increasing  sum  in 
Pensions,  which  have  grown  from  less  than  £3,000,000  in 
1870-4  to  close  upon  £5,000,000  in  1895-6. 

Again,  as  dependent  upon  Great  Britain  for  the  most 
material  part  of  her  defensive  forces,  she  has  become  liable  for 
naval,  military,  and  civil  Charges,  which  have  grown  from 
about  £1,250,000  in  1870-4  to  £2,500,000  in  1895-6. 

Lastly,  in  the  construction  and  maintenance  of  her  public 
works,  she  has  had  to  make  purchases  of  Stores,  rising  from 
an  annual  £750,000  in  1870-4  to  roughly  £1,250,000  in  1895-6. 

Thus  India's  yearly  payments  in  England  have  risen  from 
about  £11,000,000  a  year  in  1870-4  to  about  £17,500,000  in 
1895-6,  an  increase  of  just  upon  60  per  cent. 

Now,  to  meet  the  payment  of  £1 1,000,000  a  year  in  1870-4, 
when  the  rate  of  exchange  was  is.  1  id.  per  rupee,  the  Indian 
Government  had  to  deduct  from  its  revenue,  roughly, 
1^1 1 5,000,000.  At  the  same  rate  of  exchange,  therefore,  it 
would  have  to  have  deducted  for  the  same  purpose  in  1895-6, 
roughly,  1^183,000,000.  But  as  a  matter  of  fact,  it  had  to  pay 
during  this  latter  term  B>  300,000,000  a  year,  in  place  of 
1^183,000,000 — an  increase,  that  is,  of  160  per  cent.,  instead  of 
only  60  per  cent,  and  this  because  the  rate  of  exchange 
between  India  and  England  had  fallen  from  is.  1  id.  per 
rupee  to  is.  2d.  In  other  words,  this  fall  in  the  rate  of 
exchange  entailed  upon  the  Indian  Government  as  debtor  an 
additional  annual  payment  of  ljti  17,000,000,  which  either  had 
to  be  raised  as  extra  taxation  from  the  people  of  India,  or 
deducted  from  sums  hitherto  allocated  to  public  works. 
Necessarily  and  rightly,  therefore,  the  Government  regarded 
the  fall  in  the  rate  of  exchange  as  entailing  the  gravest  injury 
upon  India,  and  imposing  an  all  but  insupportable  burthen 
upon  her  finances.  They  conceived,  therefore,  that  it  was 
their  duty  to  raise  this  rate  by  whatever  means  were  open  to- 
them  ;  not,  indeed,  to  the  original  level  of  is.  1  id.  per  rupee, 
but  to  the  lower  one  of  is.  4d.,  and  fix  it  there,  convinced  that 
every  rupee  saved  through  a  rise  in  the  rate  of  exchange  was 
a  rupee  saved  to  the  Indian  Treasury,  and  tlicref ore  of  necessity 
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to  the  Indian  people.  Accordingly,  the  rate  has  been  raised 
from  is.  2d.  to  is.  4d.  per  rupee,  so  that  only  1^262,500,000 
are  now  required  from  India  to  discharge  the  annual  debt  of 
;£  175,000,000  to  England,  instead  of  1^300,000,000  as  before. 
By  this  a  saving  to  the  Indian  Treasury  of  1^37,500,000  a 
year  has  been  effected,  and  through  the  means  taken  to  raise 
the  rate,  this  latter  has  also  been  permanently  fixed  at  about 
is.  4d.  The*  Indian  Government,  therefore,  heartily  congratu- 
lates itself  on  the  success  of  its  operations,  and  refuses  to 
listen  to  any  arguments,  or  to  consider  any  facts  which 
discredit  them. 

What  largely  contributes  to  this  attitude  is  that  the  whole 
of  the  Civil  and  Military  Services  of  India  are  absolutely  at 
one  with  it  in  regarding  a  fall  in  exchange  as  a  national  loss, 
and  a  rise,  however  brought  about,  as  a  national  gain,  their 
own  personal  interests  being  deeply  affected  by  such  fall  and 
rise.  For  most  of  them  being  under,  and  all  liable  to  come 
under,  fixed  monetary  obligations  in  pounds,  while  receiving 
their  salaries  in  rupees,  necessarily  every  rise  in  the  rupee 
cost  of  a  pound  means  a  corresponding  decrease  in  their  net 
receipts,  and  every  fall  a  corresponding  increase.  And 
inevitably  the  unanimous  opinion  of  the  entire  class  of  British 
Indian  officials,  able  and  honourable  men,  has  an  overwhelm- 
ing weight  with  a  Government  composed,  its  nominal  head 
alone  excepted,  of  members  of  that  class — a  weight  so  over- 
whelming as  to  quite  overbalance  that  of  the  non-official 
classes  of  Britons  in  India,  mercantile  and  planting,  and  of 
the  entire  native  community. 

And  indeed  the  Indian  Government  as  debtor,  and  the 
entire  class  of  British  Indian  officials  under  monetary 
obligations  in  pounds,  are  entitled  to  the  utmost  sympathy, 
seeing  that  both  are  victims  of  exactly  the  same  evil  as 
in  crushing  out  British  Agriculturists,  i.e.,  the  falsification 
against  them  as  debtors  of  the  standard  by  which  their  economic 
obligations  are  measured. 

But  sympathy  is  one  thing  and  relief  quite  another,  and 
this  cannot  possibly  be  obtained  through  any  acts  of  the  debtor*, 
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be  he  government  or  individual,  other  than  those  of  repay- 
ment, repudiation,  or  bankruptcy.  Relief  must  come  from  the 
creditor,  either  through  rectification  of  the  falsified  standard, 
or  the  foregoing  of  such  excess  in  his  legal  claim  as  is  caused 
by  its  falsification.  And  that  the  position  of  defrauded  debtor 
is  that  which  the  Indian  Government  occupies  towards 
England  readily  appears  by  a  reference  to  the  only  standard 
by  which  a  rise  or  fall  in  the  value  of  national 'money  units 
can  be  measured,  the  quantities  of  each  nation's  chief  food 
grain — which  in  India  is  rice,  in  England  wheat — that  must 
be  given  for  them.  The  following  Table  permits  of  this  com- 
parison, the  course  of  rupee  values  in  India  being  expressed 
in  wheat  as  well  as  rice  to  make  the  position  clearer  : — 


TABLE    XXXVIII. 

Showing  Course  of  Money  Values  in  India  (Bombay^)  ana  England 

in  Rice  and  Wheat. 


India 


/Ric 
\  Wl 


.ice    . 

rheat 
England — Wheat 


1870-4. 

1875-9- 

18S0-4. 

1885-9. 

1890-4. 

1895-7. 

IOO 

89 

1 12 

IOO 

93 

89 

IOO 

93 

109 

107 

IOO 

97 

IOO 

114 

124 

143 

147 

156 

The  above  Table  proves  that  while  the  value  of  the  rupee 
in  India,  whether  measured  in  rice  or  wheat,  has  remained 
practically  stationary  throughout  the  whole  term  of  twenty- 
five  years,  1870-94  that  of  the  pound  in  England  has  risen 
over^fifty  per  cent,  during  the  same  term. 

But  the  rates  of  exchange  between  any  two  countries  with 
dissimilar  currencies  are  not  determined  directly  by  the 
national  values  of  each  country's  money  unit,  but  by  the  prices 
of  the  particular  commodities  which  each  country  exchanges 

1  Taken  from  the  "  Prices  Current  of  Rice  and  Wheat "  given  in  the 
"Statistical  Abstracts  for  British  India."  Of  course  to  whatever  extent 
famines  reduce  the  normal  production  of  food,  they  also  conceal  the  effect 
upon  food  prices  of  currency  contractions.  But  they  conceal  only,  and 
do  not  neutralise  them. 
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with  the  other.  A  Table  of  the  national  prices  of  each 
country's  exports  should  supply,  therefore,  an  approximate, 
though  of  course  not  an  exact,  index  of  the  rates  of  exchange 
between  the  two  countries.     Such  a  Table  is  given  below. 


TABLE   XXXIX. 
Price  of  Exports  in  India  and  England. 


Years. 

Course  of  Prices  in  India 

Course  of  Rates  of 

Course  of  Prices  in 

from  Government  Returns. 

Exchange. 

England  (Sauerbeck). 

I870-4 

IOO 

IOO      (i/n) 

IOO 

1875-9 

IOO 

91         (1/9) 

91 

1880-4 

95 

84     (i/7i) 

S3 

1885-9 

88 

74      (i/5) 

70 

1 890-4 

96 

67      (i/3« 

68 

1895-6 

IOI 

61      (1/2) 

61 

It  is,  of  course,  more  of  a  coincidence  than  anything  else 
that  the  rates  of  exchange  upon  India  are  found  to  follow  so 
closely  the  fall  of  prices  in  Great  Britain,  as  shown  by  Mr. 
Sauerbeck's  figures  ;  for  the  commodities  he  selects  cannot 
accurately  represent,  either  in  kind  or  proportion,  the  composi- 
tion of  England's  exports  to  India.  But  though  a  coincidence 
as  to  actual  figures,  it  is  none  as  to  general  relations  ;  so  that 
this  Table  amply  confirms  the  broad  fact  made  clear  by  the 
previous  Table,  that  the  fall  in  rates  of  exchange  between 
India  and  England  has  not  been  caused  by  any  fall  in  the 
value  of  the  rupee  in  India,  but  solely  by  a  rise  in  the  value 
of  the  pound  in  England  ;  consequently,  the  yearly  loss  to 
the  Indian  Government  has  been  entirely  caused  by  the 
increasing  falsification  against  her  as  debtor  of  the  British 
pound.  But  from  this  yearly  loss,  as  we  have  already  stated, 
India  cannot  possibly  free  herself  save  by  repaying  her  debts, 
where  this  is  possible,  or  by  repudiating  them.  What,  then, 
are  the  measures  by  which  the  Indian  Government  conceives 
it  has  accomplished  the  impossible,  lightening  the  liabilities  of 
India  to  the  same  extent  as  it  has  reduced  its  own  payments  ? 
and  what  are  their  real  economic  effects  ? 
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The  Measures. 

These  measures  are  two  :  (1)  It  has  raised  the  price  of  the 
rupee  in  pence,  i.e..  the  rate  of  exchange  between  India  and 
England,  from  its  lowest  point  13  pence,  to  16  pence  per  rupee. 
(2)  It  has  fixed  this  price  as  a  permanency,  within  but  narrow 
limits  of  variation. 

I.  —  We    have    learnt    from    Book    III.,    Chap.     IX.,    on 
"  Rates    of    Foreign     Exchange,"    that    between    any    two 
countries    with    dissimilar    and     non-convertible    currencies, 
as    India   and    England,   coiisiderable  movements  in  rates  of 
exchange    can    result  from    nothing    but   considerable   move- 
ments   in    the   general  level   of  prices ;    while    considerable 
movements  in   the  general   level    of  prices  can   result  from 
nothing  but  contractions  or  expansions  in  the  volumes   of 
their  respective  currencies.     Thus,   if  the  rate  of  exchange 
between   India  and  England  falls,  owing  to  a  general  fall  in 
the  level   of  British  prices,   India  cannot  possibly  raise  this 
rate  save  by  bringing  about  a  general  fall   in   the  level   of 
Indian  prices  ;  while  the  only  way  to  bring  about  such  a  fall 
is  to  reduce  the  number  of  rupees  available  for  circulation  in 
India.     This,  consequently,  is  what  the   Indian   Government 
has  done.     For  (1)  it  demonetised  as  rupees  the  vast  hoards 
of  silver  in    India  not   in   the  form  of  coins,  and  so  at  one 
stroke  reduced  by  one-half  or  more  the  number  of  rupees  in 
India  available  for  circulation  ;  while  (2)  it  stopped  the  free 
coinage  of  silver  bullion  into  rupees,  and  so  prevented  this 
reduced  number  from  being  added  to.     By  these  means  the 
general  level  of  prices  in  India  has  been  lowered  and  the  rate 
of  exchange  upon  England  raised  ;  while  by  persevering  with 
this  policy  the  Government  has  it  in  its  power  to  raise  such 
rates  not  merely  to  16  pence  but  to  24  pence,  or  to  any  other 
rate  it  pleases. 

II. — We  have  further  learnt  from  what  has  elsewhere  been 
written  on  exchanges  that  there  are  but  two  means  of  fixing 
any  given  rate  as  a  permanency  (within  narrow  limits  of 
variation)  between  any  two  countries:  (1)  The  difficult  one 
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of  preserving  unchanged  relations  between  the  general  level 
of  prices  in  the  two  countries  ;  (2)  the  easy  one  of  adopting 
for  either  country  a  money  unit  identical  with,  or  mechani- 
cally convertible  into,  that  of  the  other.  Naturally,  it  is  this 
latter  and  easy  method  which  the  Indian  Government  has 
preferred  ;  so  to  give  it  effect  it  has  declared  one  pound 
English  to  be  the  legal  equivalent  of  fifteen  rupees  Indian^ 
and  undertaken  to  give  at  all  its  treasuries  fifteen  rupees  for 
every  pound  presented  to  them.  These,  then,  are  the 
measures  by  which  the  Government,  as  it  conceives,  has 
effected  a  yearly  saving  for  India  of  1^37,500,000  in  her  pay- 
ments to  England,  and  has  at  the  same  time  fixed  the  rate 
of  exchange  between  the  two  countries  at  or  about  16  pence 
per  rupee.  It  remains  now  to  ascertain  the  effect  of  these 
measures  upon  India  herself,  or  rather  upon  the  three  great 
economic  classes  of  Indian  society — Depositors,  Agriculturists, 
and  Merchants. 

Depositors. 

Necessarily,  when  the  Indian  Government  in  1893,  in 
pursuance  of  its  currency  policy,  closed  its  mints  to  the 
free  coinage  of  silver,  and  thereby  demonetised  all  silver  in 
India  not  in  the  form  of  coins,  the  class  affected  first  and 
most  injuriously  was  the  class  of  Depositors,  or  owners  of 
hoards  of  silver  money.  For  prior  to  the  closing  of  the  mints 
the  legal  money  unit  of  India  was  not  the  rupee,  but  the  163 
grains  of  silver  in  the  rupee  ;  just  as  at  present  the  legal 
money  unit  of  Great  Britain  is  not  the  pound,  but  the  123 '26 
grains  of  gold  in  the  pound.  For  any  creditor  in  India  before 
the  above  date  was  just  as  much  entitled  to  refuse  light 
rupees  as  is  now  any  creditor  in  England  to  refuse  light 
sovereigns.  Consequently,  a  fixed  weight  of  silver  being  the 
true  money  unit  of  India,  and  not  the  coined  rupee,  every 
Indian  holder  of  rupees  was  as  free  to  convert  his  silver 
rupees  into  bullion  as  the  Bank  of  England  now  is  to  hold 
its  gold  reserves  in  bars.  To  deprive  silver  bullion,  therefore, 
of  its  power  to  discharge  debts  in  India  was  legally  the  same 
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thing  as  to  deprive  gold  bullion  of  its  similar  power  in 
England.  But  practically  it  was  a  much  more  serious  thing. 
For  while  it  still  remains  the  practice  of  Indian  depositors 
to  themselves  hoard  their  money  deposits,  this  has  long 
ceased  to  be  the  practice  of  British  depositors.  The  Bank  of 
England  pretending  to  do  for  the  whole  of  Great  Britain  what 
each  Indian  depositor  actually  does  for  himself.  To  suddenly 
penalise  the  Indian  practice,  therefore,  by  depriving  silver 
bullion  of  its  customary  power  to  discharge  debts  and  effect 
payments,  entailed  such  a  wanton  and  wholesale  confiscation, 
or  annihilation  rather,  of  Indian  monetary  hoards  as  is 
scarcely  to  be  conceived  of  as  the  act  of  a  civilised  Govern- 
ment, much  less  of  a  body  of  honourable  English  gentlemen. 
Some  idea  of  the  extent  of  this  annihilation  may  be  gathered 
from  the  following  figures : — 

Between  1841  and   1893  the  imports  of  silver  bullion  into 

India  amounted  to  about 

1,400,000,000  ounces  ; 

while  the  accumulation  prior  to  1841  we  may  moderately  put 

at 

600,000,000  ounces. 

Against  this  the  exports  are  so  small  that  we  may  disregard 

them,  and  assume 

2,000,000,000  ounces 

to  be  the  total  accumulations  of  silver  in  India,  all  but  a  very 

small  portion  of  which  is  in  private  hands. 

Of  these  accumulations,  it  is  probably  an  outside  estimate  if 

we  take  one-fourth,  or 

500,000,000  ounces, 

to  have  retained  the  form  of  rupees,  which  at  3  rupees  to  the 

ounce  gives  the  total  accumulation  of  rupees  up  to  1893  as 

1,500,000,000  rupees, 

and  of  bullion  as 

1,500,000,000  ounces. 

But  this  bullion  was  just  as  serviceable  to  its  holders  as 

rupees,  for  at  any  time  it  could  be  reconverted  into  them  at 

2  1 
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the  mints,  or  sold  for  them,  almost  weight  for  weight,  to  silver- 
smiths in  the  markets.     In  other  words,  the 

1,500,000,000  ounces 
of  bullion  accumulated  in  hoards  and  convertible  into  three 
times  that  number   of  rupees  was  just  as   much  money  in 

India  as  the 

1,500,000,000  of  coined  rupees, 
and  much  more  truly  money  than  the  £700,000,000  of  British 
"  pounds  "  deposited  in  banks,  which  are  not  convertible  into 
any  true  money  at  all. 

What  the  Government  did  then  was  suddenly,  without  one 
word  of  warning,  or  any  previous  offer  to  convert  this  mass  of 
bullion  into  coin,  to  deprive  it  of  its  capacity  as  money,  and 
reduce  it  to  the  condition  of  merchandise  merely,  saleable  for 
whatever  it  could  fetch  in  markets,  from  the  very  few  dealers 
henceforth  making  a  speciality  of  buying  it.  In  other  words, 
whereas  prior  to  1893  these 

1,500,000,000  ounces 
of  silver  bullion  were  equivalent  to,  and  just  as   good   for 
monetary  purposes  as, 

4,500,000,000  coined  rupees, 
they  have  now  sunk  to  being  saleable  for  no  more  than 

2,500,000,000  coined  rupees, 
because  prior  to  1893,  5  ounces  of  silver  were  coinable  into  15 
rupees,  whereas  now  9  ounces  (at  2s.  3d.  per  ounce)  must  be 
sold  to  realise  the  same  number.  In  other  words,  the  Govern- 
ment annihilated  Indian  monetary  deposits  at  one  stroke  to 
the  enormous  extent  of 

2,000,000,000  rupees. 
A  sum  which  exactly  equals  the  vast  indemnity  exacted  from 
France  by  Germany  after  its  overwhelming  victory  in  1871. 

Happily,  the  true  nature  of  this  marvellous  iniquity,  for  it 
deserves  no  other  name,  has  not  yet  come  fully  home  to  the 
great  body  of  Indian  Depositors.  For  it  can  only  do  so  as 
they  bring  out  their  hoards  of  bullion  from  time  to  time  to 
the  Indian  silversmiths,  expecting  to  receive,  as  they 
and     their      forefathers      have     hitherto     done,     3     rupees 
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for  each  ounce  of  metal,  and  are  given  instead  only  if  or 
\\  rupees,  with  the  added  and  truthful  explanation  that  it  is 
not  the  silversmiths  who  are  robbing  them  to  this  extent,  but 
the  Government. 

If  we  assume  this  loss  to  be  realised  by  Depositors  to  the 
extent  of  only  3  per  cent,  a  year  on  the  total  of  their  bullion 
deposits,  we  arrive  at  a  fine  of 

R6o,ooo,ooo  a  year 
levied  upon  this  class  alone  in  order  to  secure  to  the  Govern- 
ment its  supposed  yearly  saving  of 

1^37,500,000. 
Had   imperious  necessity  instead    of  infatuated  ignorance 
demanded   such    a    change    in    the    currency,   the   least    that 
common  honesty  required  is  that  prior  to  the  change  coming 
into   force   opportunity   should   have    been   offered    during   a 
reasonable  time   to  all    holders    of  bullion   to   convert  their 
deposits  into   coined   money,   so   that   those   failing   to   avail 
themselves  of  such  offer  would  only  have  themselves  to  blame 
for    subsequent  loss.     But  such  honest  and    open  procedure 
would  have  postponed  indefinitely  the  darling  desire  of  the 
Indian     Government     to     raise     "the     rate     of    exchange." 
Accordingly,  it  stole  a  march  upon  its  confiding  Depositors, 
and  treated  them  as  enemies  to  be  plundered  instead  of  as 
subjects  to  be  protected.     Can  it  be  wondered  at  if  this  same 
class,  as  the  nature  of  this  trick  is  brought  home  to  them, 
regard   the   Government    in    their   turn    as    an  enemy  to  be 
distrusted  instead  of  a  protector  to  be  relied  upon? 

But  members  of  the  great  class  of  Indian  Depositors  are 
not  the  only  or  even  the  greatest  sufferers  from  the  currency 
policy  of  their  Government.  Those  of  two  even  more  im- 
portant classes  must  take  precedence  of  them  in  this  respect — 
the  class  of  Cultivators  and  the  class  of  Merchants. 

Indian  Cultivators. 

The  total  area  of  land  fully  assessed  for  revenue  in  India  is 
somewhat  over 

300,000,000  acres, 
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yielding  a  present  average  annual  assessment  of  about 

1^250,000,000. 
The  total  area  of  land  not  so  assessed,  but  paying  rent  to 
private  individuals,  is  somewhat  under 

300,000,000  acres, 
yielding  an  annual  rent  which  may  be  moderately  computed 
at  twice  the  Government  assessment,  or  say 

1^500,000,000. 
If  to  these  two  sums  we  add  the  amount  of  annual  in- 
debtedness of  the  holders  of  both  classes  of  lands  to  money- 
lenders, estimating  this  amount  as  equal  to  the  Government 
assessment,  a  sum  which  must  be  far  under  the  reality,  we  get 
a  further 

1^250,000,000. 
The  total  of  which  several  sums  gives  an  annual  payment  by 
Indian  cultivators  of 

V)L  I  ,000,000,000, 

which  sum  is  necessarily  obtained  in  the  only  way  open  to 
them,  i.e.,  by  annual  sales  in  markets  of  the  food-products  they 
raise.  Consequently,  the  pressure  of  such  payment,  whether 
it  remains  normal,  or  increases,  or  decreases,  is  entirely  deter- 
mined by  the  level  of  food-prices  in  markets,  whatever  raises 
such  prices  tending  to  diminish  this  pressure,  and  whatever 
lowers  them  to  increase  it.  The  annual  surplus  of  food- 
products,  however,  remaining  to  the  cultivator  as  capital,  after 
the  discharge  of  their  debts,  is  so  small,  even  under  the  most 
favourable  conditions,  that  a  very  slight  fall  in  prices  is 
sufficient  to  cut  it  wholly  away,  and  so  leave  them  not  only 
without  any  capital  for  the  purchase  of  comforts,  but  without 
any  surplus,  whether  of  food  or  money,  to  carry  them  over  from 
bad  harvests  to  good  ones  ;  that  is,  such  a  fall  is  sufficient  to 
make  all  the  difference  between  comparative  prosperity  and 
positive  indigence  and  pauperism.  For  the  Government  of  a 
vast  population  thus  existing  always  on  the  very  borders  of 
want,  the  danger,  above  all  others,  to  be  guarded  against  is 
a  general  fall  in  food-prices,  seeing  how  cruel,  how  dangerous, 
and  how  widespread  must  be  the  hardships  it  inflicts  upon  a 
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multitudinous,    an    impoverished,   and    a    purely   agricultural 
population. 

But  we  have  just  learnt  that  the  currency  policy  of  the 
Indian  Government,  which  looks  to  nothing  but  raising  the 
rate  of  exchange  between  India  and  England,  cannot  possibly 
obtain  effect,  so  far  as  any  action  in  India  is  concerned,  save 
by  producing  a  general  fall  in  Indian  prices.  Necessarily,  there- 
fore, the  pursuit  of  this  economic  folly  is  quite  inseparable 
from  consequences  which  not  only  cut  off  Indian  cultivators 
as  a  class  from  the  faintest  hope  of  prosperity,  but  leave  them 
naked  and  defenceless  against  the  ever-impending  calamity  of 
a  deficient  rainfall. 

What  the  extent  of  this  fall  in  prices  must  be  we  can  esti- 
mate approximately,  though  not,  of  course,  exactly,  in  the 
following  way.  It  would  appear  from  the  figures  and  ratios 
of  Table  XXXIX.,  p.  494,  that  a  divergence  of  about  4J  per 
cent,  in  the  prices  of  Indian  and  British  exports  raises  or 
lowers  the  rate  of  exchange  between  the  two  countries  by 
about  one  penny.  So  that  a  rise  of  3d.,  i.e.,  from  is.  id.  to  is.  4d. 
in  the  rate  of  exchange  would  require  a  divergence  in  the 
price  levels  of  Indian  and  British  exports  producing  these 
rates  of  from  13  to  14  per  cent.,  which  divergence  might 
result  cither  wholly  from  a  fall  in  Indian  or  rise  in  British 
prices,  or  partly  from  a  fall  in  Indian  and  partly  from  a  rise 
in  British  ones  ;  it  being  impossible  that  such  movement  in 
rates  should  take  place  without  a  corresponding  antecedent 
or  consequent  movement  in  prices.  But  the  fall  in  prices  of 
British  exports  of  39  per  cent,  between  1870  and  1896,  as 
shown  in  Table  XXXIX.,  was  accompanied  by  the  much 
heavier  fall  of  56  per  cent,  (see  Table  XXIII.,  p.  221)  in  the 
price  of  British  wheat  during  the  same  period.  Since,  how- 
ever, there  is  a  special  reason  for  this  latter  fall,  viz.,  foreign 
competition  in  England,  which  does  not  operate  in  India,  we 
may  assume  that  the  prices  of  Indian  food-grain  would,  under 
normal  circumstances,  move  in  correspondence  with  those  of 
other  Indian  exports.  So  that,  were  the  rise  of  3d.  in  the  rate 
of  exchange  due  wholly  to  the  action  of  the  Indian  Government 
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in  contracting  its  rupee  currency,  such  contraction  would,  at 
the  same  time,  have  caused  a  fall  in  Indian  food-prices  to  the 
extent  of  13  or  14  per  cent.,  i.e.,  an  increase  in  the  grain  pay- 
ments of  Indian  cultivators  to  rent  receivers  and  usurers  to 
the  same  extent  ;  which,  of  course,  is  exactly  the  same  thing 
as  a  corresponding  increase  in  their  money  payments,  had 
prices  remained  unaltered.  But  we  have  already  estimated 
the  total  annual  money  payments  of  Indian  cultivators,  under 
the  headings  of  rent  and  usury,  at 

K>  1,000,000,000  a  year, 

a  rise  of  14  per  cent,  on  which  amounts  to 

B/ 140,000,000. 

Since,  however,  we  know  from  Mr.  Sauerbeck's  figures  that 

British  prices  since  1896  have  risen  7  per  cent.  (1899),  viz., 

from  a  ratio  to  those  of  1867-77  of  61  to  68,  this  would  leave 

only  7  per  cent,  of  the  rise  in  rates  of  exchange  nscribable  to 

the   action  of  the    Indian   Government,   and  so  reduce  the 

increased    exactions   of    rents   and    usury   from    the    Indian 

cultivators  to 

B>70,ooo,ooo  a  year, 

This  sum  constitutes  therefore  a  further  set-off  against  the 
supposed  annual  savings  effected  by  the  Government  of 
1^37,500,000. 

But,  as  has  been  just  pointed  out,  such  unjust  spoliation  of 
Indian  cultivators  must  increasingly  incapacitate  them  from 
supporting  the  burthen  of  bad  seasons,  and  so  force  them, 
much  sooner  than  would  otherwise  be  needed,  to  depend  upon 
the  Government  for  supplying  them  with  the  bare  necessities 
of  life.  Obviously,  therefore,  the  famine  expenditure  of  the 
Government  must  be  largely  increased  by  their  currency 
policy,  while  every  such  increase  constitutes  an  additional 
set-off  against  their  ostensible  savings  on  remittances. 

It  will  now  be  useful  to  tabulate  the  figures  so  far  arrived 
at  as  a  debit  and  credit  account  against  and  in  favour  of  the 
Indian  people. 
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TABLE   XL. 

Profits  and  Losses  from  Currency  Policy. 


,. — 

Dr.                                 People 

of  India.                                   Cr. 

To  Annual    loss    to 

By  Annual  Savings 

Depositors  from 

on  remittances  to 

demonetisation 

England  through 

of  silver  bullion  Py6o,ooo,ooo 

rise  in  rate  of  ex- 

„   Annual    loss   to 

change  from  13d. 

C  ultivators 

through    fall    in 

„    Annual     loss     to 

prices  of  food    .     70,000,000 

India    from    cur- 

„   Annual   loss   to 

rency     policy    of 

Governm  en  t 

the  Government  .     1 12,500,000 

through  extra 

famine  expendi- 

ture   .         .         .     20,000,000 

Py  1 50,000,000 

Py  1 50,000,000 

Indian  Merchants. 


But  this  robbery  of  Indian  depositors  and  automatic  ex- 
tortion from  Indian  cultivators  by  no  means  exhausts  the  list 
of  injuries  inflicted  upon  the  Indian  people  by  the  currency 
policy  of  their  Government.  For  the  class  of  Indian  mer- 
chants, and  through  them  all  the  economic  interests  of  the 
country,  is  also  made  to  suffer  severely,  as  we  shall  now 
point  out. 

We  know  it  to  be  an  imperative  economic  duty  of  every 
civilised  Government  to  ensure  constant  and  increasing  addi- 
tions of  money  units  to  the  circulation  to  enable  their  subjects 
to  carry  on  freely  the  multiplying  operations  of  civilised  life. 
For  money  is  to  advanced  civilisations  what  oil  is  to  complex 
machinery, that  which  enables  the  multitudinous  wheels  of  both 
to  move  with  ease  and  safety.  Curtail  or  cut  off  the  supply  of 
money  in  the  one  case,  as  of  oil  in  the  other,  and  immediately 
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friction  increases  so  rapidly  as  to  enormously  impede  motion,, 
and  eventually  ensure  grave  injury  in  every  direction.  But 
the  Indian  Government,  in  company  with  all  other  civilised 
governments,  has  never  realised  its  duty  in  respect  to  the 
adequate  supply  of  money  units,  having  abandoned  the  regu- 
lation of  such  supply  to  external  circumstances.  Happily, 
these  circumstances  have  been  particularly  favourable  to 
India.  For  as  its  need  of  money  units  increased,  there  was 
set  free  for  its  use,  through  the  action  of  Europe  and  the 
United  States,  vast  quantities  of  silver,  the  annual  importations 
of  which  proved  just  sufficient,  so  long  as  these  were  treated 
as  money,  to  maintain  remarkable  stability  in  the  average 
level  of  Indian  prices,  by  keeping  Indian  merchants  supplied 
with  those  increasing  supplies  of  money  essential  to  the  free 
conduct  of  their  operations. 

But  this  remarkable,  and,  from  a  commercial  point  of  view, 
most  satisfactory  state  of  Indian  monetary  affairs,  which  was 
in  no  way  due  to  any  intelligent  attempt  by  the  Government 
to  do  what  it  ought  to  do,  viz.,  ensure  adequate  supplies  of 
money,  was  suddenly  put  an  end  to  in  1893  by  its  unintelligent 
attempt  to  do  what  it  ought  not  to  do,  viz.,  ensure  fixity  in 
foreign  exchanges.  For  by  depriving  silver  bullion  in  that 
year  of  its  prerogative  as  money,  and  stopping  its  coinage  of 
silver  rupees,  it  prevented,  as  far  as  it  could,  those  essential 
and  increasing  additions  to  the  annual  circulation  of  India 
which  had  hitherto  been  so  sufficiently  and  satisfactorily 
provided  in  complete  independence  of  it.  The  growth  and 
magnitude  of  these  annual  additions  are  shown  in  the 
following  Table : — 
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From  this  Table  the  following  important  conclusions  must 
be  drawn  : — 

(1)  How  immediately,  largely,  and  progressively  the 
imports  of  silver  bullion  into  India  increased  after  its  de- 
monetisation in  Europe  and  the  United  States. 
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(2)  That  these  silver  imports  fulfilled  all  the  purposes  of 
money  in  India,  whether  remaining  as  bullion  or  coined  into 
rupees,  as  over  76  per  cent,  of  all  imports  were. 

(3)  That  subsequent  to  1893-4  no  silver  imports  fulfilled 
any  of  the  purposes  of  money,  except  in  so  far  as  they 
were  surreptitiously  or  illicitly  coined  into  rupees ;  while 
the  issue  of  rupees  from  the  Government  mints  practically 
ceased. 

(4)  That  but  for  the  Government  interference,  the  imports 
of  silver  into  India  during  the  three  years  1895-7  would  have 
reached  (at  the  same  rate  of  increase  as  before)  170,000,000 
ounces,  equal  to  an  addition  of  over  500,000,000  rupees  to  the 
circulation  ;  so  that  the  action  of  the  Government  has 
diminished  the  monetary  supplies  of  Indian  merchants  by  the 
enormous  sum  of  over  1^500,000,000  in  three  years.  The 
paralysing  effect  of  which  upon  Indian  trade  may  be  better 
realised  by  merchants  in  Great  Britain  if  they  consider  the 
consequences  to  themselves  of  the  loanable  capacities  of 
British  bankers  being  suddenly  reduced  in  the  same  term  by 
^500,000,000.  For  at  least  £1  is  employed  in  Great  Britain 
for  every  rupee  employed  in  India. 

"We  can  now  perceive  that  the  Indian  Government,  in  trying 
to  protect  itself  from  the  unpreventable  consequences  (so  far 
as  it  is  concerned)  of  the  value  of  the  British  money  unit  being 
falsified  against  it,  has  deliberately  set  itself,  by  the  course 
it  is  pursuing,  to  injure  every  class  but  money-lenders  of  the 
vast  community  committed  to  its  charge.  To  rob  depositors, 
to  oppress  cultivators,  intensifying  the  burthen  of  their  ever- 
imminent  scarcities,  to  hamper  merchants,  and  all  this  for  the 
sake  of  a  completely  fallacious  saving  on  remittances,  which 
one  year's  increased  famine  expenditure  goes  far  towards 
consuming.  While  the  British  Government,  in  being  a  con- 
senting party  to  the  further  extension  of  the  British  money 
unit  to  another  and  still  poorer  250,000,000  of  people,  is  pre- 
paring final  ruin  for  British  farmers,  who,  starting  from  wheat 
and  returning  to  it  in  the  necessary  rotation  of  crops,  will 
henceforth  have  to  compete  in  their  home  markets  for  home 
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money  units  with  Indian  wheat  growers,  the  most  impoverished 
cultivators  in  the  civilised  world. 


True  Policy  for  the  Indian  Government. 

What,  then,  it  may  now  be  asked,  are  the  means  whereby 
the  Indian  Government  may  be  relieved,  to  an  increasing 
extent,  from  its  financial  burthens,  and  the  Indian  people  from 
the  constant  imminence  of  famine  ?  The  whole  of  this  work  is 
an  answer  to  these  questions.  But  since  the  principles  it  sets 
forth  have  been  treated  at  large  only  as  they  apply  to  Great 
Britain,  we  will  now  briefly  consider  their  application  to  British 
India. 

First  as  to  the  Indian  Government,  its  needs  being  con- 
sidered first,  not  because  they  are  most  important,  but  because 
they  are  the  simplest. 

The  Indian  Government. 

The  great  need  of  the  Indian  Government  is  increased 
revenue  without  increased  taxation,  since  the  latter  the  Indian 
people  cannot  support,  and  yet  the  former,  if  its  economic 
duties  are  to  be  adequately  discharged,  the  Indian  Govern- 
ment must  have.  The  mode  in  which  the  Government  has 
now  set  itself  to  supply  this  need  is  to  reduce  the  cost  of  its 
English  remittances  by  raising  the  rate  of  exchange  on 
England,  and  so  gaining,  as  it  considers,  about  1^37,500,000  a 
year  ;  which  gain,  since  it  is  being  effected  without  the  im- 
position of  increased  taxes,  it  regards  with  complete  satisfaction 
as  a  triumph  of  financial  skill.  That  gains  secured  in  this  way 
may  impose  far  heavier  burthens  on  the  Indian  people  than 
taxes  to  the  same  amount  does  not  seem  to  have  suggested 
itself  as  possible,  and  yet  we  have  shown  that  the  monetary 
cost  of  these  gains  enormously  and  disastrously  exceeds  their 
monetary  benefit.  So  that  the  Government,  though  imposing 
no  heavier  taxes  than  before,  is  causing  far  heavier  losses  than 
if  it  did.      Plainly,  then,  this  unscientific  method  of  obtaining 
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increased  revenue  without  increased  taxation  is  a  complete 
and  hopeless  failure.  We  will  now  consider  the  only  scientific 
method  of  arriving  at  the  same  result. 

Not  every  Government,  as  we  know,  has  reached  that  stage 
of  moral  development  which  alone  enables  it  to  justly  regulate 
a  scientific,  that  is,  a  paper,  currency ;  while  unjustly  regulated 
such  a  currency  becomes  a  mere  instrument  for  oppression  and 
robbery.  Nor  has  every  people  reached  that  stage  of  economic 
development  which  compels  them  to  prefer  a  valueless  currency 
to  a  valuable  one.  But  with  the  Indian  Government,  happily, 
no  moral  deficiencies  forbid  the  hope  of  their  successfully  regu- 
lating a  paper  currency  through  a  department  constituted  for 
that  special  purpose  ;  they  therefore  may  safely  be  entrusted 
with  its  gigantic  power,  so  mighty  for  both  good  and  evil. 
With  the  Indian  people  it  is  different.  Vast  numbers  of 
them,  perhaps  the  great  majority,  are  incapable  as  yet  of 
appreciating  the  superior  advantages  of  paper  money  tokens, 
being  in  that  stage  of  economic  development  which  makes 
them  prefer  valuable  money  units,  because  of  the  domestic 
uses  to  which  these  latter  can  be  put.  It  would  be  as  im- 
politic, therefore,  as  it  would  be  useless  to  try  and  force  upon 
these  people  valueless  tokens  in  place  of  valuable  coins ;  but 
for  many  and  increasing  purposes  they  can  be  induced  to 
prefer  the  former  to  the  latter,  especially  for  the  purpose  of 
discharging  monetary  obligations,  though  not  yet  for  that 
of  accumulating  monetary  hoards.  The  growth  of  preference 
in  the  former  case  the  Government  can  enormously  stimulate 
by  accepting,  in  the  case  of  all  rents  and  taxes  payable  to 
themselves,  slightly  smaller  sums  in  paper  than  in  coin,  thus 
making  it  to  the  direct  advantage  of  all  their  debtors  to 
purchase  paper  rupees  instead  of  silver  ones  with  their 
labour-products  for  the  discharge  of  rents  and  taxes.  Again, 
they  might  exchange  a  slightly  larger  number  of  paper  rupees 
against  coined  silver  or  bullion  to  whatever  extent  the  latter 
was  presented  at  the  Treasury  for  conversion. 

By  the  offer  of  these,  and  perhaps  other  inducements,  as 
well  as  by  such  strictly  regulated  issue  of  paper  rupees  as  fully 
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maintained  their  market  value,  together  with  the  establish- 
ment, wherever  there  was  demand  enough,  of  State  banks  of 
deposit  upon  which  alone  cheques  could  be  drawn,  the  cur- 
rency and  circulation  of  rupee  notes  in  place  of  coins  might 
soon  be  made  to  assume  very  large  and  constantly  growing 
dimensions,  care  being  taken  to  make  the  notes  of  such 
denominations  as  would  fit  them  for  the  use  of  all  classes  of 
the  community  save  the  very  poorest,  whose  currency  re- 
quirements do  not  extend  beyond  copper  price  ;  while  every 
note  issued,  save  such  as  were  given  in  exchange  for  silver 
coins  or  bullion,  would  constitute  so  much  taxless  revenue  for 
the  Government. 

In  introducing  such  a  paper  currency,  it  need  hardly  be 
said  that  the  sudden  withdrawal  of  the  prerogative  of  money 
from  the  vast  hoards  of  silver  bullion  held  by  the  Indian  people 
is  not  to  be  thought  of  for  a  moment ;  for  such  an  act  is  one 
of  those  gigantic  economic  blunders  which  may  be  said  to  be 
worse  than  the  crime  it  also  is,  since  it  destroys  the  faith  of 
an  entire  people  in  the  integrity  and  honesty  of  their  Govern- 
ment. All  possessors  of  bullion  deposits,  therefore,  would 
have  to  be  offered  the  alternative,  during  a  certain  reasonable 
time,  of  having  them  exchanged  for  paper  rupees,  number  for 
weight  (plus,  as  was  before  suggested,  some  small  premium  in 
paper),  provision  being  made,  as  far  as  was  possible,  for 
excluding  fresh  imports  of  silver  bullion  from  this  privilege. 
It  is  more  than  doubtful  if  any  large  proportion  of  subsisting 
bullion  deposits,  mostly  existing,  as  they  do,  in  the  form  of 
jewellery,  would  be  presented  for  exchange.  But  whatever 
the  extent  of  the  operation,  the  Government  would  still  be 
the  gainers  by  whatever  number  of  paper  rupees  the  silver 
subsequently  realised  when  sold  as  merchandise  in  the 
markets,  or  by  whatever  number  of  rupees  the  Government 
found  it  necessary  to  coin  out  of  this  bullion  and  issue  as 
currency  ;  for  the  metallic  currency  could  not  be  suddenly 
replaced  by  the  paper  one.  The  change  would  have  to  be 
effected  very  gradually,  and  just  as  the  people  could  be 
induced   to   voluntarily   co-operate   in   the    substitution.     No 
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matter  how  slow  the  change,  however,  it  would  still  be  rapid 
enough  to  yield  the  Government  a  taxless  revenue  in  paper 
rupees  far  in  excess,  from  the  very  first,  of  any  sum  they  now 
gain  through  their  savings  on  remittances,  while  year  by  year 
its  volume  would  steadily  increase.  By  these  means  the 
needs  of  the  Government  would  be  fully  met,  and  in  exact 
compliance  with  their  economic  duties  in  respect  to  the 
national  currency.  For  stability  in  food-prices  (periods  of 
famine  excepted)  would  be  maintained,  produce  contracts 
would  be  faithfully  expressed  in  their  monetary  equivalents, 
increased  supplies  of  money  units  would  be  circulated  in 
response  to  the  increasing  demands  of  a  multiplying  people  ; 
and  all  this  would  be  done  in  agreement  with  popular  desires, 
instead  of  in  opposition  to  them. 

It  now  remains  to  consider  the  requirements  of  the  Indian 
people  :  how  they  may  be  relieved  from  the  constant 
imminence  of  famine. 

The  Indian  People. 

The  bringing  of  relief  to  the  Indian  people  for  the  supreme 
evil  they  suffer  from — excessive  poverty — must  necessarily  be 
a  more  tedious  operation,  requiring  more  varied  remedies, 
than  the  bringing  of  relief  to  the  Indian  Government.  Yet 
even  these  "  more  varied  "  remedies  are  in  themselves  ex- 
tremely simple  and  easy  of  application,  involving  as  they  do 
nothing  more  than  complete  ijiactivity  on  the  part  of  the 
State  in  two  directions  where  now  there  is  constant  and 
disastrous  activity,  and  constant  activity  in  three,  where  now 
there  is  insufficient  or  none  at  all.  The  directions  in  which 
inactivity  is  demanded  are — 

Firstly,  and  supremely  so,  in  the  absolute  refusal  of  the  State 
to  collect  any  private  debts  other  than  fixed  rents. 

Secondly,  in  the  absolute  refusal  of  the  State  to  exact  itself, 
or  permit  others  to  exact,  any  increase  in  produce  or  money  rents, 
from  sitting  tenants,  or  more  than  one  year's  rent  within  a  year. 
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The  expediency  of  the  former  refusal  in  such  a  country  as 
India  may  perhaps  be  admitted  to  a  certain  extent  even  by 
those  who  continue  to  accept  as  morally  binding  the  principles 
of  Roman  Law,  while  its  pressing  necessity  will  be  recognised 
only  by  those  who  realise,  perhaps  through  what  has  been 
written  here,  that  the  legal  enforcement  of  Roman  principles 
is  not  only  morally  iniquitous  in  most  cases,  but  eventually 
in  all  is  economically  disastrous.  For  so  long  as  the  State 
continues  its  present  partnership  with  usurers,  all  its  efforts 
to  benefit  the  people,  all  its  expenditure  upon  public  works> 
even  its  abstention  from  increasing  taxes,  must  be  in  vain. 
For  more  disastrous  in  their  effects  upon  agriculturists  than 
the  threatened  Scriptural  scourges  of  the  caterpillar,  the  wire- 
worm,  and  the  canker-worm  are  the  operations  of  the  ubiquit- 
ous usurer.  It  is  for  him  that  the  Indian  Government  now 
toils,  and  spends,  and  administers  "justice,"  whatever  is 
produced  by  cultivators  above  a  bare  maintenance  being 
collected,  accumulated,  or  again  lent  out  by  him,  his  wretched 
victims  being  tossed  over  to  the  Government  to  support 
through  bad  seasons,  until  returning  harvests  enable  him  to 
resume  his  exactions  from  them.  Thus  prosperity  for  Indian 
cultivators  is  impossible  until  the  Government  dissolves  its 
present  partnership  with  usurers,  and  this  it  cannot  do  so 
long  as.it  continues  the  collection  of  private  debts.  Of  course^ 
it  is  not  suggested  that  this  action  of  the  Government  should 
be  anything  but  prospective,  or  commence  until  after  due 
warning  has  been  given  of  its  change  of  policy.  The  utmost 
it  can  do  in  the  present  is  to  require  all  magistrates  to  deal 
with  existing  debts  upon  "  equitable  "  principles  only,  and 
not  according  to  the  strict  letter  of  the  law. 

The  expediency,  as  well  as  necessity,  of  the  latter  refusal 
will  be  recognised  by  all  who  realise  that  only  by  having 
their  "  estates "  in  the  laud  they  cultivate  secured  to  thou 
can  India?!,  or  any  other,  agriculturists  accumulate  those 
individual  stores  of  food  or  deposits  of  money  which  constitute 
a  nation's  only  true  insurance  fund  against  recurring  scarcities. 
Since  without  such  accumulations  the  sole  alternatives  open 
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to  cultivators  in  bad  seasons  are  death  from  starvation  or 
support  by  the  State. 

The  directions  in  which  constant  activity  is  demanded 
where  now  there  is  insufficient  or  none  at  all,  are  in  the  con- 
tinuous multiplication  of  facilities  :  (i)  For  irrigation;  (2)  for 
transport ;  (3)  for  migration  and  emigration.  For  only 
through  the  first  can  larger  areas  of  cultivated  land  be  made 
independent  of  varying  rainfalls.  Only  through  the  second 
can  greater  inducements  be  offered  to  cultivators  for  the  pro- 
duction of  larger  food-surpluses,  and,  through  their  expendi- 
ture, increased  encouragement  be  given  to  the  production  of 
multiplying  manufactures.  While  only  through  the  third 
can  over-populated  areas  be  gradually  relieved,  and  larger 
areas  of  waste  lands  be  made  productive,  whether  in  India, 
Africa,  or  other  fields  suitable  for  the  settlement  of  Indian 
cultivators. 

By  patient  and  intelligent  application  of  these  two  sets  of 
remedies — for  the  positive  ones  must  prove  all  but  useless 
without  the  negative — there  can  be  little  doubt  but  that  the 
primary  needs  of  the  Indian  people  would  be  relieved  as 
successfully  as  those  of  the  Government,  and  the  financial 
prosperity  of  the  latter  and  the  material  prosperity  of  the 
former  advance  hand  in  hand. 


Printed  by  Cowan  <L-  Co.,  Limited,  Perth. 


UNIVERSITY  OF  CALIFORNIA 

AT 


UNIVERSITY  OF  CALIFORNIA  LIBRARY 
Los  Angeles 

This  book  is  DUE  on  the  last  date  stamped  below. 


Form  L9 — 15m-10,'48(B1039)444 


Phipson  - 
.71        The   science   of 
>55s civil  is^tirn 


' 


UC  SOUTHERN  REGIONAL  LIBRARY  FAC  LITY 


AA    000  558  018    8 


mm 


